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FOREWORD 



By chapter 627 of the Laws of 1919, article 16 was added to 
the Tax Law. Its effect is to impose taxes upon and with 
respect to personal incomes. Upon the Comptroller is imposed 
the duty of administering the law and enforcing its provisions; 
That the purposes of the law may be accomplished, he is author- 
ized to make such rules and regulations as he may deem necessary 
to maie effective its provisions. The following rules and regula- 
tions are, therefore, prescribed by virtue of the power vested in 
the Comptroller and for the purpose intended. 

With respect to individuals, partnerships and estates and trusts, 
the provisions of the State Income Tax Law approximate very 
closely those of the Federal Revenue Act of 1918. Except for 
slight -wariations, it is evident the Legislature intended to parallel 
the Federal statute. Because of this fact and with the purpose 
of avoiding confusing the taxpayer, these rules and regulations 
closely follow those promulgated by the Federal Department of 
Internal Revenue. Notwithstanding the similarity .of the two 
statutes and between these regulations and Federal regulations 45, 
taxpayers and other interested persons should be guided by 
the contents of these rules and regulations on every doubtful ques- 
tion. It is unwise to assume, without verifying the fact, that 
on any particular point these regulations are identical with those 
of the Bureau of Internal Revenue. 

The table in the appendix hereof shows which articles of 
Federal regulations 45 are incorporated herein and the number 
of the article where the subject matter of each Federal regulation 
may be found. 

PEESoisrAL Income Tax versus Coepoeation Income Tax 

Article 16 of the Tax Law — the one with respect to which 
these rules and regulations are made — imposes a tax upon the 
incomes of natural persons (resident and nonresident) and estates 
and trusts (resident and nonresident). JSTo tax is imposed upon 
the incomes of corporations. The various classes of corporations 
are taxed under other laws. In effect, business corporations pay 

[vii] 



viii Foreword 

an income tax. It is known as a " franchise tax on business cor- 
porations " and is imposed by article 9-a of the Tax Law. The 
State Tax Commission is given authority to administer that law. 
It should be borne in mind that these regulations relate only to 
the law (article 16, Tax Law) imposing taxes upon and with 
respect to personal incomes, and, that they are not related to the 
law (article 9-a, Tax Law) which imposes a franchise tax on 
business corporations, sometimes known as the corporation income 
tax. 

The State Law versus the Fedeeal Statute 
Although other differences between the two statutes exist, atten- 
tion is called to the three more important ones. They are : 

(1) The State law does not tax the incomes of corpora- 
tions, while the Federal revenue act does. 

(2) The' State law does not classify nor permit the 
classification of personal service corporations as partner- 
ships; the Federal revenue act does admit of such a 
classification. 

(3) The State law groups taxpayers into two classes, 
(a) residents and (b) nonresidents; the Federal act classifies 
them as (a) citizens and resident aliens and (b) nonresident 
aliens. 

These three differences between the two statutes necessarily 
require regulations differing materially from those prescribed 
under the Federal statute. 

Aid Received 
In -the preparation of these regulations, the department 
received valuable advice and assistance from Moeris F. Feet, 
Esq., of the Guaranty Trust Company of New York, Mk. Wil- 
liam P. Powell, of The Corporation Trust Company of E"ew 
York, and Me. Herman M. Stein, of Messrs. Thompson & Black, 
public accountants. They devoted much time to reviewing and 
assisting in the preparation of these regulations and the tentative 
drafts of forms of return, and otherwise rendered service of great 
value to the State. 
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The New York State Society of Certified Public Accountants 
very kindly co-operated in the work through a special tax com- 
mittee appointed for the purpose, of which Me. Heney B. 
Febnald was chairman, an.d Me. James F. Faeeell, secretary, 
and Messes. F. J. Clowes, J. S. M. Goodloe, Joseph J. Klein 
and EoBEET H. MoNTGOMEEY wore associate members. 

In addition, many valuable thoughts were contributed and 
much help derived from the suggestions of various members of 
the accounting and legal professions, from the bankers of the 
State and members of the Legislature. 

I desire, in this public way, to acknowledge the value to the 
■Comptroller's Departmeoii; and to the State of New York, of 
the services, advice and assistance so freely and voluntarily 
placed at my disposal. 
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THE TAX 

Article 1. Scope of the law — The statute imposes an income 
tax on individuals and on certain estates and trusts. {Tax Lww, 
section 351.) The tax is upon net income, as defined in the 
statute, after deducting from gross income, as defined in the 
statute, the allowable deductions. {Tax Laiv, sections 357, 358, 
359, 360 and 361.) In certain cases exemptions are allowed 
against net income and in certain other cases credits against the 
amount of the tax. {Tax Law, sections 362 and 363.) Special 
provisions of the statute deal with the effect of the tax on non- 
resident individuals, partnerships, estates and trusts. {Tax Law, 
sections 351, 364 O'^d 365.) The tax is payable upon the basis 
of returns rendered by the taxpayers liable thereto, except that 
in some instances it is to be paid at the source of the income. 
{Tax Law, sections 366, 367, 368, 369, 370 and 371.) 

Art. 2. Tax rate — For the calendar year 1919, or for any 
fiscal year ending during the year 1919 and for each taxable year 
thereafter, an income tax is imposed at the rate of one per centum 
(1%) upon the first $10,000 of taxable income (net income after 
subtracting exemptions) ; two per centum (2%) upon the amount 
of taxable income in excess of $10,000 and not in excess of 
$50,000; three per centum (3%) upon the amount of taxable 
income in excess of $50,000. 

Art. 3. Who are taxpayers.^ — The word " taxpayer " includes 

(1) Every resident of the State of ISTew York, 

(2) Every estate and trust resident of the State of ISTew York, 
whose income is in whole or in part subject to the State income 
tax and 

(3) Individuals and estates and trusts, nonresident of the State 
of ISTew York, receiving taxable income from property owned or 
from business, trade, profession or occupation carried on or fol- 
lowed within the State of New York. 

[1] 



NET INCOME DEFINED 

Aet. 11. Meaning of net income — The tax imposed by the 
statute is upon income. In the computation of the tax various 
classes of income must be considered: (a J Income (in the broad 
sense), meaning all wealth which flows into the taxpayer other 
than as a mere return of capital. It includes the forms of income 
specifically described as gains and profits, including gains derived 
from the sale, exchange or other disposition of capital assets. 
It is not limited to cash alone, for the statute recognizes as income- 
determining factors other items, among which are inventories, 
accounts receivable, property exhaustion and accounts payable for 
expenses incurred. (Tax Law, sections 35S, 354-, 355 and 356.) 

(b) Gross income, meaning income (in the broad sense) less 
income which is by statutory provision or otherwise exempt from 
the tax imposed by the statute. {Tax Law, section 359.) 

(c) 'Net income, meaning gross income less statutory deductions. 
The statutory deductions are in general, though not exclusively, 
expenditures, other than capital expenditures, connected with the 
production of income. (Tax Law, sections 360 amd 361.) 

(d) Net income less exemptions. Though taxable net income is 
wholly a statutory conception, it follows, subject to certain modi- 
fications as to exemptions and as to some of the deductions and 
as to nonresidents, the lines of commercial usage. Subject to 
these modifications statutory "net income" is commercial "net 
income." This appears from the fact that ordinarily it is to be 
computed in accordance with the method of accounting regularly 
employed in keeping the books of the taxpayer. As tO' net income 
of nonresidents, see Tax Law, section 359. 

Aet. 12. Computation of net income — Net income must be 
computed with respect to a fixed period. Usually that period is 
twelve months and is known as the taxable year. Items of income 
and expenditure which as gross income and deductions are ele- 
ments in the computation of net income need not be in the form 
of cash. It is sufficient that such items, if otherwise properly 
included in the computation, can be valued in terms of money. 
The time as of which any item of gross income or any deduction 
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Net Income Defined 3 

is to be accounted for must be determined in tbe ligbt of tbe 
fundamental rule that the computation shall be made in such a 
manner as clearly reflects the taxpayer's income. If the method 
of accounting regularly employed by him in keeping his books 
clearly reflects his income, it is to be followed with respect to 
the time as of which items of gross income and deductions are 
to be accounted for. If the taxpayer does not regularly employ 
a method of accounting which clearly reflects his income, the com- 
putation shall be made in such manner as in the opinion of the 
Comptroller clearly reflects it. 

Aet. 13. Bases of computation — ^ Approved standard methods 
of accounting will ordinarily be regarded as clearly reflecting 
income. A method of accounting will not, however, be regarded 
as clearly reflecting income unless all items of gross income and 
all deductions are treated with reasonable consistency. See 
section 350 of the Tax Law for definitions of "paid," "paid or 
acci-ued" and "paid or incurred." All items of gross income 
shall be included in the gross income for the taxable year in 
which they are received by the taxpayer, and deductions taken 
accordingly, unless in order clearly to reflect income such amounts 
are to be properly accounted for as of a different period. For 
instance, in any case in which it is necessary to use an inventory, 
no accounting in regard to purchases and sales will correctly reflect 
income except an accrual method. {Tax Law, section 359.) 
A taxpayer is deemed to have received items of gross income 
which have been credited to or set apart for him without restric- 
tion. {Article JfA.) On the other hand, appreciation in value of 
property is not even an accrual of income to a taxpayer prior to 
the realization of such appreciation through conversion or other 
disposition of the property. A taxpayer who changes the method 
^ of accounting employed in keeping his books for the taxable year 
1920 or thereafter, shall before computing his income upon such 
new basis for purposes of taxation secure the consent of the Comp- 
troller. Application for permission to change the basis of the 
return shall be made at least 30 days in advance of the date of 
filing return and shall be accompanied by a statement specifying 
the classes of items differently treated under the two systems and 
all amounts which woidd be duplicated or entirely omitted as a 
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result of the proposed change. A taxpayer subject to Federal 
tax shall file with his application a copy of the consent of the 
Commissioner of Internal Eevenue, to change the basis of the 
return for Federal tax purposes. The requirement of notice to 
the Comptroller will be modified in such cases with respect to 
time, and where a change is authorized, it will be made efl^ective 
at the same date as that authorized by the Commissioner of 
Internal Eevenue. 

Aet. 14. Methods of accounting It is recognized that no uni- 
form method of accounting can be prescribed for all taxpayers, 
and the law contemplates that each taxpayer shall adopt such 
forms and systems of accounting as are in his judgment best 
suited to his purpose. Each taxpayer is required by law to make 
a return of his true income. He must, therefore, maintain such 
accounting records as will enable him to do so. Among the 
essentials are the following: 

(1) In all cases in which the production, purchase or sale of 
merchandise of any kind is an income-producing factor, inven- 
tories of the merchandise on hand (including finished goods, work 
in process, raw materials and supplies) should be taken at the 
beginning and end of the year and used in computing the net 
income of the year; 

(2) Expenditures made during the year should be properly 
classified as between capital and income, that is to say, that 
expenditures for items of plant, equipment, etc., which have a 
useful life extending substantially beyond the year should be 
charged to a capital account and not to an expense account; 

(3) In any case in which the cost of capital assets is being 
recovered through deductions for wear and tear, depletion or 
obsolescence any expenditure (other than ordinary repairs) made 
to restore the property or prolong its useful life should be charged 
against the property account or the appropriate reserve and not 
against current expenses. 

A taxpayer must make his return on the basis on which his 
books are kept ; so that in making his State return, as in making 
his Federal return, he must use the basis on which his books are 
kept, if that basis reflects his true income. 



GROSS INCOME DEFINED: INCLUSIONS 

Art. 21. What included in gross income Gross income in- 
cludes in general compensation for personal and professional 
services, business income, profits from sales of and dealings in 
property, interest, rent, dividends, and gains, profits and in- 
come derived from any source whatever, unless exempt from 
tax by law. Profits derived from sales in foreign commerce 
are taxable. Income may be in the form of cash or of property. 
The amount of Federal or State income tax paid for or to a 
bondholder by an obligor pursuant to a tax-free covenant in its 
bonds is in the nature of additional interest paid the bondholder 
and must be included in his gross income. He is not, however, 
entitled to deduct such income tax paid on his behalf. As to 
the basis for determining gain or loss from sales and exchanges 
see Tax Law, sections 353, 354 and 355 and article 91. 

Aet. 22. Income from Federal, State and Municipal contracts 

Any profit received from the United States, a State or political 
subdivision thereof by an indejtendent contractor isi taxable 
income. 

Aet. 23. Compensation for personal services — Where no deter- 
mination of compensation is had until the completion of the serv- 
ices, the amount received is income for the taxable year of its 
determination. Commissions paid salesmen, compensation for 
services on the basis of a percentage of profits, commissions on in- 
surance premiums, tips, retired pay, pensions and retiring allow- 
ances paid by States and political subdivisions or private persons, 
are income to the recipients ; as are also marriage fees, baptismal 
offerings, sums paid for saying masses for the dead, and other 
gifts and contributions received by a clergyman, evangelist or 
religious worker for services rendered. The salaries, wages and 
other compensation received from the United States by officials 
and employees are not subject to tax. See articles J^l and 210. 
{Tax Law, section 359.) 

Aet. 24. Compensation of State officers — Compensation paid 
its officers and employees by the State of ISTew York or any other 
state, or any political subdivision thereof, including fees re- 
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6 Gross Income Defined: Inclusions 

ceived by notaries public commissioned by states and the commis- 
sions of receivers appointed by State courts, and including 
amounts paid to officers and employees while in the military or 
naval service, is taxable. Employees of universities receiving 
salaries paid in part or in whole from funds available under the 
Smith-Lever Act of May 8, 1914, who are officers or employees of 
a State, are required to return as taxable income the salaries so 
received. This is also true with re,3pect to the Act of August 
30, 1890, relating to colleges for the benefit of agriculture and the 
mechanic arts, and to the Act of March 2, 1887, relating to 
agricultural experiment stations in such colleges. 

Art. 25. Compensation paid other than in cash — Where serv- 
ices are paid for with something other than money, the fair 
market value of the thing taken in payment at the time such 
payment is made is the amount to be included as income. If 
the services were rendered at a stipulated price, in the absence 
of evidence to the contrary such price will be presumed to be the 
fair value of the compensation received. Compensation paid 
an employee of a corporation in its stock is to be treated as if 
the corporation sold the stock for its market value and paid the 
employee in cash. When living quarters such as camps are fur- 
nished to employees for the convenience of the employer, the 
rental value need not be added to the cash compensation of the 
employee, but where a person receives as compensation for serv- 
ices rendered a salary and in addition thereto living quarters, 
the value to such person of the quarters furnished constitutes 
income subject to tax. Premiums paid by an employer on life, 
accident or health policies in favor of his employees as addi- 
tional compensation of suc^h employees are income to the em- 
ployees. Contributions to retirement or pension funds accom- 
plished by deduction from the compensation otherwise payable 
to the employees are income to the employees. 

Aet. 26. Compensation paid in notes Promissory notes re- 
ceived in payment for services, and not merely as security for 
such payment, constitute income to the amount .of their fair 
market value. A taxpayer receiving as compensation a note 
regarded as good for its face value at maturity, but not bearing 
interest, may properly treat as income as of the time of receipt 
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the fair discounted value of the note at such time. Thus, if 
it appears that such note is or could be discounted, the recipient 
may include such note in his gross income to the amount of its 
face value less discount computed at the prevailing rate for 
such transactions. If the payments due on a note so accounted 
for are met as they become due, there should be included as 
income in respect of each such payment so much thereof as 
represents recovery for the discount originally deducted. 

Aet. 27. Payments received in warrants or securities Where 

warrants are issued by, or in behalf of, a state, city, town, or other 
political subdivision of a state, and are accepted, in payment, 
the fair market value of such warrants at the time of receipt 
must be returned as income. When a contractor receives pay- 
ment in stock, bonds or other obligations of a corporation other 
than as stated above, such securities shall, for the purpose of 
determining gain or loss be treated as the equivalent of cash to 
the amount of their fair market value. If upon conversion of the 
warrants or securities into cash or other property, the contractor 
receives an amount or value greater or less than the value so 
returned, the profit or loss so realized or sustained shall be 
reported in the return for the year in which such warrants or 
securities are converted. 

Art. 28. Gross Income from business — In the case of a manu- 
facturing, merchandising or mining business " gross income " 
means the total sales, less the cost of goods sold, plus any income 
from investments and from incidental or outside operations or 
sources. In determining the gross income subtractions should 
not be made for depreciation, depletion, selling expenses or 
losses, or for items not ordinarily used in computing the cost 
of goods sold. Any allowance made to a taxpayer by a con- 
tracting department of the Government or by any other con- 
tractor for amortization or fall in the value of property, either 
as a part of the cost of production or as a part of the price of 
the product, shall be included in gross income, but unlike the 
Federal Income Tax Law, no deduction- for amortization is 
allowable under the state law. 

Aet. 29. Long term contracts. — Persons engaged in contract- 
ing operations, who have uncompleted contracts, in some cases 
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perhaps running for periods of several years, will be allowed 
to prepare their returns so that the gross income will be arrived 
at on the basis of completed work; that is, on jobs which have 
been finally completed any and all moneys received in payment 
will be returned as income for the year in which the work was 
completed. If the gross income is arrived at by this method, 
the deduction from gross income should be limited to the expen- 
ditures made on account of such completed contracts. In arriv- 
ing at the gross income by this method the receipts and expendi- 
tures relating to jobs commenced prior to 1919 must be included 
if completed in 1919 or subsequent years. Or the percentage 
of profit from the contract may be estimated on the basis of 
percentage of completion, in which case the income to be re- 
turned each year during the performance of the contract will be 
computed upon the basis of the expenses incurred on such contract 
during the year; that is to say, if one-half of the estimated ex- 
penses necessary to the full performance of the contract are 
incurred during one year, one-half of the gross contract price 
should be returned as income for that year. Upon the com- 
pletion of a contract if it is found that as a result of such 
estimate or apportionment the income of any year or years has 
been overstated or understated, the taxpayer should file amended 
returns for such year or years. (Tax Law, sections 358 and SlJi- 
and article 67 J/..) 

Aet. 30. Gross income of farmers — ^AU gains, profits and in- 
come derived from the sale or exchange of farm products, whether 
produced on the farm or purchased and resold, shall be included 
in the return of income for the year in which the products were 
actually marketed and sold, unless an inventory is used. In 
the case of the sale of machinery, and of animals purchased 
as draft or work animals or solely for breeding purposes and 
not for resale, any excess over the cost thereof reduced by all 
sums theretofore deducted for depreciation shall be included as 
gross income in preparing the taxpayer's return. Where farm 
produce is exchanged for merchandise, groceries or mill products, 
the market value of the article or product received in exchange 
is to be returned as income. Eents received in crop shares 
shall be returned as of the year in which the crop shares are 
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reduced to money or a money equivalent. If a farmer is en- 
gaged in producing crops which take more than a year from 
the time of planting to the time of gathering and disposing, 
the income therefrom may be computed upon the crop basis; 
but in any such case the entire cost of producing the crop must 
be taken as a deduction in the year in which the gross income 
from the crop is realized. When live stock purchased is sold, its 
cost is to be deducted from the sales price in ascertaining the 
amount of gain or profit to be returned for tax purposes. If, 
however, an inventory is used the cost price of the article sold 
must not be taken as an additional deduction in the return of 
income, as such cost price will be reflected in the inventory. 
As herein used the term "farm" embraces the farm in the 
ordinarily accepted sense and includes stock, dairy, poultry, 
fruit and truck farms, also plantations, ranches and all land used 
for farming operations. All taxpayers that cultivate, operate 
or manage farms for gain or profit, either as owners or tenants, 
are designated farmers. A person cultivating or operating a 
farm for recreation or pleasure, the result of which is a continual 
loss from year to year, is not regarded as a farmer. (See ficriher, 
articles 122 and 181.) 

Aet. 31. Sale of stock and rights — When shares of stock in 
a corporation are sold from lots purchased at different times and 
at different prices and the identity of the lots can not be deter- 
mined, the stock sold shall be charged against the earliest pur- 
chase of such stock. The excess of the amount realized on the 
sale over the cost of the stock, or its fair market value as of 
January 1, 1919, if purchased before that date, will be the 
profit to be accounted for as income. In the case of stock re- 
ceived as a stock dividend, and in the case of stock in respect 
of which any such dividend was paid, the cost of each share 
of such stock shall be ascertained as specified in article 64. 
Where common stock is received as a bonus with the purchase 
of preferred stock or bonds, the total purchase price shall be 
fairly apportioned between the stock and securities purchased for 
the purpose of determining the portion of the consideration 
attributable to each class of stock or securities and so represent- 
ing its cost, but if that should be impracticable in any case, 
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no profit on any subsequent sale of any part of the stock or 
securities will be realized until out of the proceeds of sales 
shall have been recovered the total cost. {Article 96.) The en- 
tire amount realized from the sale of rights to subscribe for 
stock by a stockholder to whom such rights are issued, is income. 
Art. 32. Sale of patents and copyrights — A taxpayer disposing 
of patents or copyrights by sale should determine the profit 
or loss arising therefrom by computing the difference between 
the selling price and the value as of January 1, 1919, if ac* 
quired prior to that date, or between the selling price and the 
cost, if acquired subsequent to that date. The profit or loss 
thus determined should be increased or decreased, as the case 
may be, by the amounts deducted on account of depreciation of 
such patents or copyrights since December 31, 1918, or since 
the date of acquisition if acquired subsequent thereto. (^S^ee 
miicle 177.) 

Aet. 33. Sale of good will — Any profit or loss resulting from 
an investment in good will can be taken only when the business, 
or a part of it, to which the good will attaches is sold, in which 
case the profit or loss will be determined upon the basis of the 
cost of the assets, including good will, or their fair market value 
as of January 1, 1919, if acquired prior thereto. If nothing 
was paid for good will acquired on or after January 1, 1919, 
no deductible loss is possible, although, on the other hand, upon 
the sale of the business there may be a profit. It is immaterial 
that good will may never have been carried on the books as an 
asset, but the burden of proof is on the taxpayer to establish 
the cost or fair market value on January 1, 1919, of the good 
will sold. 

Aet. 34. Sale of personal property on installment plan 

Dealers in personal property ordinarily sell either for cash, 
or on the personal credit of the buyer, or on the installment 
plan. Occasionally a fourth type of sale is met with, in which 
the buyer makes an initial payment of such a substantial nature 
(for example, a payment of more than 25 per cent) that the 
sale, though involving deferred payments, is not one on the 
installment plan. In sales on personal credit, and in the 
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substantial payment type just mentioned, obligations of pur- 
cbasers are to be regarded as the equivalent of cash, but a dif- 
ferent rule applies to sales on the installment plan. Dealers 
in personal property who sell on the installment plan usually 
adopt one of four ways of protecting themselves in case of 
default: (a) through an agreement that title is to remain in 
the seller until the buyer has completely performed his part 
of the trafisaction ; (b) by a form of contract in which title is 
conveyed to the purchaser immediately, but subject to a lien 
for the unpaid portion of the purchase price; (c) by a present 
transfer of title to the purchaser, who at the same time exe- 
cutes a reconveyance in the form of a chattel mortgage to the 
seller ; or (d) by conveyance to a trustee pending performance of 
the contract and subject to its provisions. The general purpose 
and effect being the same in all of these plans, it is desirable that 
a uniformly applicable rule be established. The rule prescribed 
is that in the siale or contract for sale of personal property on the 
installment plan, whether or not title remains in the vendor until 
the property is fully paid for, the income to be returned by the 
vendor will be that proportion of each installment payment which 
the gross profit to be realized when the property is paid for bears 
to the gross contract price. Such income may be ascertained 
by taking that proportion of the total payments received in the 
taxable year from installment sales (always including payments 
received in the taxable year on account of sales effected in 
earlier years as well as those effected in the taxable year) which 
the gross profit to be realized on the total installment sales made 
during the taxable year bears to the gross contract price of all 
such sales made during the taxable year. Where a change is 
made to this method of computing net income the taxpayer's 
balance sheet should be adjusted conformably as of the date when 
the change is effected. If for any reason the vendee defaults 
in any of his installment payments and the vendor repossesses 
the property, the entire amount received on installment payments, 
less the profit already returned, will be income of the vendor 
for the year in which the property was repossessed, and the prop- 
erty repossessed must be included in the inventory at its original 
cost to himself, less proper allowance for damage and use, if any. 



12 Gross Income Defined: Inclusions 

If the vendor chooses as a matter of consistent practice to treat 
the obligations of purchasers as the equivalent of cash, such a 
course is permissible. If sales during prior years contain a 
different percentage of profit than those of the taxable year, or 
if for any other reason corrections are required to produce a more 
accurate result, they can be made as of the end of the taxable 
year. 

Aet. 35. Sale of real estate in lots — Where a tract of land is 
purchased with a view to dividing it into lots or parcels of ground 
to be sold as such, the entire fair market value as of January 1, 
1919, or the cost, if acquired subsequent to that date, shall 
be equitably apportioned to the several lots or parcels and made 
a matter of record in the books of the taxpayer, to the end that 
any gain derived from the sale of any such lots or parcels may 
be returned as income for the year in which the sale was made. 
This rule contemplates that there will be a measure of gain or 
loss in every lot or parcel sold, and not that the capital invested 
in the entire tract shall be extinguished before any taxable income 
shall be returned. The sale of each lot or parcel will be treated 
as a separate transaction and the gain or loss will be accounted 
for accordingly. 

Aet. 36. Sale of real estate involving deferred payments 

Deferred payment sales of real estate ordinarily fall into two 
classes when considered with respect to the terms of sale, as 
follows : 

(1) Installment transactions, in which the initial payment is 
relatively small (generally less than one-fourth of the purchase 
price) and the deferred payments usually numerous and of small 
amount. They include (a) sales where there is immediate trans- 
fer of title when a small initial payment is made, the seller being 
protected by a mortgage or other lien as to deferred payments, 
and (b) agreements of purchase and sale which contemplate that 
a conveyance is not to be made at the outset, but only after all 
or a substantial portion of the agreed installments have been 
paid. 

(2) Deferred payment sales not on the installment plan, in 
which there is a substantial initial payment (ordinarily not less 
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than one-fourth of the purchase price), deferred payments being 
secured by a mortgage or other lien. Such sales are distinguished 
from sales on the installment plan by the substantial character of 
the initial payment and also usiially by a relatively small number 
of deferred payments. 

In determining how these classes shall be treated in levying 
the income tax, the question in each case is whether the income 
to be reported for taxation shall be based only on amounts actually 
received in a taxable year, or on the entire consideration made 
up in part of agreements to pay in the future. 

Art. 37. Sale of real estate on installment plan In the two 

kinds of transactions included in class (1) in the foregoing 
article, installment obligations assumed" by the buyer are not 
ordinarily to be regarded as the equivalent of cash, and the vendor 
may report as his income from such transactions in any year that 
proportion of each payment actually received in that year which 
the gross profit to be realized when the property is paid for bears 
to the gross contract price. If the return is made on- this basis 
and the vendor repossesses the property after default by the 
buyer, retaining the previous payments, the entire amount of 
such payments, less the profit previously returned, will be income 
to the vendor and will be so returned for the year in which the 
property was repossessed, and the property repossessed must be 
included in the inventory at its original cost to himself (less any 
depreciation as defined in articles 171 and 172). If the tax- 
payer chooses as a matter of settled practice consistently followed 
to treat the obligations of the purchaser as equivalent to .cash and 
to report the profit derived from the entire consideration, cash 
and deferred payments, as income for the year when the sale is 
made, this is permissible. If so treated the rule prescribed in 
article 38 will apply. 

Aet. 38. Deferred payment sales of real estate not on installment 
plan — In class (2) in article 36 the obligations assumed by the 
buyer are much better secured because of the margin afforded by 
the substantial first payment, and experience shows that the 
greater number of such sales are eventually carried out accord- 
ing to their terms. These obligations for deferred payments are 
therefore to be regarded as equivalent to cash, and the profit 
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indicated by the entire consideration is taxable income for the 
year in which the initial payment was made and the obligations 
assumed. If the buyer defaults and the seller regains title to the 
land by agreement or process of law, retaining payments pre- 
viously irJade, he may deduct from his gi-oss income as a loss m 
the year of repossession any excess of the amount previously 
reported as income over the amount actually received, and must 
include such real estate in his inventory at its original cost to 
himself (less any depreciation as defined in articles 171 and 172). 

Art. 39. Isolated installment transactions — The provisions of 
articles 34 to 38, both inclusive, are applicable only to trans- 
actions by taxpayers who regularly deal in personal or real prop- 
erty upon the installment or deferred payment plan. Isolated 
transactions are not within the scope of these provisions. 

Art. 40. Annuities and insurance policies — Annuities paid 
under an annuity contract are subject to tax to the extent that 
the aggregate amount of the payments to the annuitant exceeds 
any amounts paid by him as consideration for the contract. An 
annuity charged upon devised land is income taxable to the an- 
nuitant, whether paid by the devisee out of the rents of the land 
or from other sources. The devisee is not required to return as 
taxable income the amount of rent paid to the annuitant, and he 
is not entitled to deduct front his taxable income any sums paid 
to the annuitant. Where an insured receives under life insur- 
ance* endowment or annuity contracts sums in excess of the 
premiums paid therefor, such excess is income for the year of its 
receipt. (Article 72.) Distributions on paid-up policies which 
are made out of earnings of the insurance company are in the 
nature of corporate dividends and as such are income of an 
individual subject to the tax. 

Aet. 41. Pension receipts — Pensions are classified as follows : 

(1) Periodical payments made to persons retired from service 
(a) after reaching a specified age, or (b) after a stated period of 
employment, or (c) on account of disability. 

(2) Compensation for personal injuries or sichness. 

Both classes of pensions may be paid out of funds to which the 
recipient has contributed, or out of funds to which the recipient 
has made no contribution. 
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First. — When received by a nonresident, a pension of any kind 
is not taxable income, as it is an annuity and, therefore, exempt 
from taxation against a nonresident under section 359, sub- 
division 3 of the Tax Law. 

Second. — When received by a resident, a pension is not taxable 
(a) when received from the United States Government, or (b) if 
received as compensation for personal injuries or sickness, or for 
accident or health insurance, or under workmen's compensation 
acts, or through war risk insurance, or under any law for the 
benefit or relief of injured or disabled members of the military 
or naval forces of the United States. Pensions "arising upon re- 
tirement for disability are not regarded as compensation for per- 
sonal injuries within the meaning of this paragraph. Pensions 
received from the ISTew York City Teachers' E'etirement Fund are 
exempt from taxation. {Neiv York City Charter^ section 1098-W.) 

Third. — All other pensions received by residents are taxable. 

Fourth. — If the recipient has contributed to the fund out of 
which the pension is* paid, the pension receipts are taxable only 
when, and to the extent that, they exceed the aggregate amount of 
all payments or contributions made by him to the fund. 

Aet. 42. Rents and royalties. — When improvements made by a 
lessee become part of the real estate, the value of such improve- 
ments upon the expiration of the existing term of the lease is 
income to the lessor. In gen&ral, sums paid by a tenant for the 
use of property, although to another than the landlord, are prop- 
erly to be regarded as rent and constitute income of the landlord. 
See further article 120. K'oyalties on patents and copyrights 
are income. 

Aet. 43. Forgiveness of indebtedness — The cancellation and 
forgiveness of indebtedness is dependent upon the circumstances 
for its effect. It may amount to a payment of income or to a gift 
or to a capital transaction. If, for example, an individual per- 
forms services for a creditor, who in consideration thereof cancels 
the debt, income to that amount is realized by the debtor as com- 
pensation for his services and a corresponding amount is de- 
ductible by the creditor. If, however, a creditor merely desires 
to benefit a debtor and without any consideration therefor cancels 
the debt, the amount of the debt is a gift from the creditor to the 
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debtor and need not be included in the latter's gross income and 
may not be deducted by the creditor. If a corporation to which 
a stockholder is indebted forgives the debt, the transaction has the 
effect of the payment of a dividend. 

Aet. 44. When included in gross income. — Gains, profits and 
income are to be included in the gross income for the taxable year 
in which they are received by the taxpayer, unless they are in- 
cluded when they accrue to him in accordance with the approved 
method of accounting followed by him. (Articles 11-H.) 
Lands which are received as compensation for services in one year, 
the title to which is disputed and in a later year adjudged to be 
valid, constitute income to the grantee in the former year. On 
the other hand, a person may sue in one year on a pecuniary claim 
or for property, but money or property recovered on a judgment 
therefor rendered in a later year would be income in the year in 
which received assuming that it would have been income in the 
earlier year if then received. This is true of a recovery for 
patent infringement. Bad debts or accounts charged off because 
of the fact that they were determined to be worthless, which are 
subsequently recovered, whether or not by suit, constitute income 
for the year in which recovered, regardless of the date when the 
amounts were charged off. (Articles 123 mid l&l.) 

Art. 45. Income not reduced to possession — Income which, is 
credited to the account of or set apart for a taxpayer and which 
may be drawn upon by him at any time is subject to tax for the 
year during which so credited or set apart (unless previously 
accrued by the taxpayer and included in his return of income), 
although not then actually reduced to possession. To constitute 
receipt in such a case the income must be credited to the taxpayer 
without any substantial limitation or restriction as to the time 
or manner of payment or condition upon which payment is to be 
made. A book entry, if made, should indicate an absolute trans- 
fer from one account to another. If the income is not credited, 
but is set apart, such income must be unqualifiedly subject to the 
demand of the taxpayer. For example, where a corporation con- 
tingently credits its employees with bonus stock, but the stock is 
not available to such employees until the termination of five years 
of employment, the mere crediting on the books of the corporation 
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does not constitute receipt. The distinction between receipt and 
accrual must be kept in mind. Income may accrue to the tax- 
payer and yet not be subject to his demand or capable of being 
dra^vn on or against by him. 

Art. 46. Examples of constructive receipt Where interest 

coupons have matured, but have not been cashed, such interest, 
though not collected when due and payable, is nevertheless avail- 
able to the taxpayer and should therefore be included in his gross 
income for the year during which the coupons matured unless 
the debtor be in default. This is so although the coupons are 
exchanged for other property instead of eventually being cashed. 
Dividends on corporate stock are subject to tax in the year in 
which made payable, although not yet collected by the stockholder. 
(Tax Law, section 359 and articles IJi- and 61.) The distribu- 
tive share of the profits of a partner in a partnership is re- 
garded as received at the close of the partnership's fiscal year. 
{Tax Law, section 364, O'^d articles 229 and 230.) Interest 
credited on savings bank deposits, even though the bank nominally 
has a rule, seldom or never enforced, that it may require a stipu- 
lated number of days' notice in advance of cashing depositors' 
checks, is income to the depositor when credited. An amount 
credited to shareholders of a building and loan association, when 
such credit passes without restriction to the shareholder has a 
taxable status as income for the year of the credit. Where the 
amount of sucb accumulation does not become available to the 
shareholder until the maturity of a share, the amount of any 
share in excess of the aggregate amount paid in by the. shareholder 
(or value on January 1, 1919, plus subsequent payments) is 
income for the year of the maturity of the share. 



GROSS INCOME DEFINED: INCLUSIONS: 
DIVIDENDS 

Aet. 61. Dividends Dividends for the purpose of the statute 

comprise any distribution in the ordinary course of business, 
even though extraordinary in amount, made by a domestic or 
foreign corporation to its shareholders out of its earnings or 
profits. The mere declaration of a dividend is not a distribution. 
Dividends are income for ihe year in which payable, regardless 
of when the earnings or profits out of which they were paid were 
accumulated, except that dividends declared payable to stock- 
holders of record prior to January 1, 1919, are to be excluded 
from gross income even if received on or after January 1, 1919. 
(Article 79.) Although interest on United- States «bonds and 
certain other obligations is not taxable when received by a cor- 
poration, upon amalgamation with other funds of the cor- 
poration such income loses its identity and when distributed to 
stockholders in dividends is taxable to the same extent as other 
dividends. See further article 46. 

Aet. 62. Dividends paid in property — ^.Dividends paid in 
securities or other property (other than its own stock), in which 
the earnings of a corporation have been invested, are income to 
the recipients to the amount of the fair market value of such 
property when receivable by the stockholders. A dividend paid 
in stock of another corporation is not a stock dividend. Where 
a corporation declares a dividend in stock of another corporation, 
setting aside the stock to be so distributed and notifying the 
stockholders of its action, the income arising to the recipients of 
such stock is its fair market value at the time the dividend be- 
comes payable. Scrip dividends are subject to tax in the year 
in which the warrants are issuable to the stockholders. 

Aet. 63. Stock dividends — A dividend paid in stock of the 
corporation is income to the amount of the fair market value of 
the stock received as a dividend. But stock distributions made 
out of surplus when there are no earnings or profits are free 
from tax as dividends. (See article 66.) Stock dividends paid 
from earnings or profits received by a fiduciary and retained as an 

[18] 
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accretion to the estate under the terms of the will or trust are 
income to the estate. 

Aet. 64. Sale of stock received as a dividend For the purpose 

of ascertaining the gain or loss derived from the sale of stock 
of a corporation received subsequent to December 31, 1918, as a 
dividend or from the sale of the stock in respect of vrhich such 
dividend "was paid, the cost of each share of new stock is the 
quotient of the sum of (a) the cost of the old stock or its value 
on January 1, 1919, if acquired prior thereto, plus (b) the valua- 
tion at which the new stock was returnable as income, divided by 
the number of old and new shai'es. 

Aet. 65. Distribution in liquidation — So-called liquidation or 
dissolution dividends by corporations during dissolution are not 
dividends within the meaning of the statute, and amounts so dis- 
tributed are to be regarded as payments for the stock of the dis- 
solved corporation. Any excess so received over the cost of his 
stock to the stockholder, or over its fair market value as of Janu- 
ary 1, 1919, if acquired prior thereto, is a taxable profit. A dis- 
tribution in liquidation of the assets and business of a corporation, 
which is a return to the stockholder of the value of his stock 
upon a surrender of his interest in the corporation, is distinguish- 
able from a dividend paid by a going corporation out of current 
earnings or accumulated surplus when declared by the directors 
in their discretion, which is in the nature of a recurrent return 
upon the stock. 

Art. 66. Distribution from depletion or depreciation reserve 

A reserve set up out of gross income by a corporation and main- 
tained for the purpose of making good any loss of capital assets 
on account of depletion or depreciation is not a part of its surplus 
out of which ordinary dividends may be paid. A distribution 
made from such a reserve will be considered a liquidating divi- 
dend and will constitute taxable income to a stockholder only to 
the extent that the amount so received is in excess of the cost or 
fair market value as of January 1, 1919, of his shares of stock. 
'No distribution, however, will be deemed to have been made 
from such a reserve except to the extent that the amount paid 
exceeds the surplus and undivided profits of the corporation. In 
general, any distribution made by a corporation other than out 
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of earnings or profits is to be regarded as a return to the stock- 
holder of part of the capital represented by his shares of stock, 
and upon a subsequent sale of such stock his profit will be the 
excess of the selling price over the cost of the stock or its fair 
market value as of January 1, 1919, after applying on such cost 
or value the amoimt of any such capital distribution. 
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Aet. 71. What excluded from gross income Gross income 

excludes the items specifically exempted by section 359 of the 
Tax Law. 'Such tax-free income should not be included in the 
return of income and need not be mentioned in the return, except 
where information regarding it is specifically called for. The 
exclusion of such income should not be confused with the reduc- 
tion of income by the application of allowable deductions or 
exemptions. {T'cujc Law, sections 360 and 362 cmd article 11.) 

Aet. 72. Proceeds of insurance (a) Upon the death of an 

insured the proceeds of his life insurance policies, whether paid 
to his estate or to individual beneficiaries, directly or in trust, 
are excluded from the gross income of the beneficiary. (Tax 
Law J section 359.) (b) During his life only so much of the 
amount received by an insured under life, endowment or annuity 
contracts as represents a return, without interest, of the value 
thereof on January 1, 1919, plus the premiums paid by him 
thereafter, is excluded from his gross income. (Article ^0.) 
(c) The amounts received by an insured or his estate or other 
beneficiaries through accident or health insurance or under work- 
men's compensation acts as compensation for personal injuries 
or sickness are excluded from the gross income of the insured, 
his estate and other beneficiaries. Any damage recovered by 
suit or agreement on account of such injuries or sickness are 
similarly excluded from the gross income of the individual injured 
or sick, or of his estate or other beneficiaries entitled to receive 
such damages. A-mounts received from any allotments, family 
allowances, compensation, or death or disability insurance payable 
under the War Eisk Insurance Act of September 2, 1917, as 
amended, are excluded from gross income. 

Art. 73. Gifts and bequests — Money and real or personal 
property received as gifts, or received under a will or under 
statutes of descent and distribution, are exempt from tax, 
although the income therefrom derived from investment, sale or 
otherwise is not. (Tax Law, section 359, and articles 23, J^S 
and 93.) An amount of principal paid under a marriage settle- 
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ment is a gift. ISTeither alimony nor an allowance based on a 
separation agreement is included in gross income, nor are th.^ 
allowable deductions. {Article 125.) 

Aet. 74. Interest exempt from tax — Among income exempt 
from ta:x is interest upon tbe obligations of the United States 
or its possessions; or securities issued under the provisions of 
the Federal Farm Loan Act of July 17, 1916; or bonds issued 
by the war finance corporation ; or the obligations of the State of 
~Eew York or of any municipal corporation or political subdivision 
thereof; or investments upon which the tax provided for in 
section 331 of the Tax Law has been paid between June 1, 1917, 
and llJay 14, 1919, during the period of years for which such 
tax shall ha.ve been paid. {T\ax Law, section 359.) How- 
ever, the income from securities (1) upon which the investment 
tax was paid after May 14, 1919, or (2) upon which the secured 
debt tax or the mortgage tax was paid, is not exempt. The term 
" political subdivision " denotes any division of the State made 
by the proper authorities thereof acting within their constitutional 
powers for the purpose of carrying out a portion of those functions 
of the State which by long usage and the inherent necessities of 
government have always been regarded as public. Political sub- 
divisions of the State, within the meaning of the exemption, 
include special assessment districts so created, such as road, water, 
sewer, gas, light, drainage, school and similar districts and divi- 
sions. The purchase by the State or any political subdivision 
thereof of property subject to a mortgage does not render the 
debt an obligation of the' State, or of such political subdivision, 
and the interest upon it does not become exempt from taxation, 
whether or not the purchaser assumes the payment of the debt. 

Aet. 75. Dividends and interest from Federal land bank and 
national farm loan association — The income derived from divi- 
dends on stock of Federal land banks and national farm loan 
associations and from interest on farm loan bonds is excluded 
from gross income. {Tax Law, section 359.) 

Aet. 76. Dividends from federal reserve banks The dividends 

received on the stock of federal reserve banks are excluded from 
gross income. Dividends paid by member banks, however are 
treated like dividends of ordinary corporations. 
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Aet. 77. Income of foreign consular officers The income of 

foreign ambassadors and ministers from investments in bonds and 
stocks and from interest on bank balances, and the fees of foreign 
consuls-general, consuls, vice-consuls-general, vice-consuls, deputy 
consuls-general, deputy consuls and consular agents, vs^ho are not 
citizens of the United States, are excluded from gross income, 
but income of such foreign officials from any business carried on 
by them in the State of New York would be taxable. The com- 
pensation of citizens of the United States who are officers or 
employees of a foreign government is, however, not exempt from 
tax. 

Aet. 78. Compensation received from the United States 

Salaries, wages and other compensation received from the United 
States by officials or employees thereof, whether in a civilian 
capacity or in the military or naval service, including the fees 
and commissions of receivers and referees appointed by Federal 
courts, are exempt from taxation and should be excluded from 
gross income. The salaries, wages and other compensation of per- 
sons engaged in the operation of railroads, telegraphs, telephones 
and cables during the period of federal control and operation are 
regarded as paid by the United States, and likewise exempt from 
taxation. The amount received must, however, be reported on the 
return of income, and must be subtracted from the personal 
exemption. (Article 210, and Tax Laiv, section 359, subdivision 
1-f, and 362, subdivision 3.) 

Aet. 79. Income accruing prior to January 1, 1919 Property 

held by the taxpayer on January 1, ]9'19, is capital. Included 
in this capital are all claims, whether evidenced by writing or not, 
and all interest which had accrued thereon before that date. 
Interest accruing on or after that date is taxable income. Where 
an interest-bearing claim con'tr acted prior to January 1, 1919, 
is paid in whole or in part after that date, any gain derived from 
the conversion of the claim into money is taxable. The amount 
of such gain is the excess of the proceeds of the claim (both 
principal and interest), exclusive of any interest accrued since 
Decem'ber 31, 1918 (but such interest must be returned as in- 
come), over the fair market value of the claim as of January 1, 
1919 (both principal and interest then accrued). In the case 
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of an insurance policy its surrender value as of January 1, 1919, 
may be used as a basis for the purpose of ascertaining the gain 
derived from the sale or other disposition of such policy. Where 
services were rendered prior to January 1, 1919, but paid for 
thereafter, the amount received for such services ordinarily should 
not be included in gross income. If, however, the value of such 
a claim on January 1, 1919, was less than the amount received 
subsequent to that date, the difference should be included in gross 
income. A claim for the purjiose of this article means a right 
existing unconditionally on January 1, 1919, and then assignable, 
whether presently payable or not. Interest does not, of course, 
include dividends on corporate stock. {Tcbx Law, section 350, 
cmd article 61.) Dividends declared payable to stockholders 
of record prior to January 1, 1919, are to be excluded from gross 
income even if received on or after January 1, 1919. 

Aet. 80. Subtraction for redemption of trading atamps — Where 
a taxpayer for the purpose of promoting his business, issues with 
sales trading stamps or premium coupons redeemable in merchan- 
dise or cash, he should in computing the income from such sales 
subtract only the amount received or receivable which will be 
required for the redemption of such part of the total issue of 
trading stamps or premium coupons issued during the taxable 
year as will eventually be presented for redemption. This 
amount will be determined in the light of the experience of the 
taxpayer in his particular business and of other users engaged in 
similar businesses. The taxpayer shall file for each of the five 
preceding years, excluding the taxable year, or such number of 
these years as stamps or coupons have been issued by him, a state- 
ment showing (a) the total issue of stamps during each year, 
(b) the total stamps redeemed in each year, and (c) the per- 
centage for each year of the stamps redeemed to the stamps issued 
in such year. A similar statement shall also be presented show- 
ing the experience of other users of stamps or coupons whose 
experience is relied upon by the taxpayer to determine the amount 
to be subtracted from the proceeds of sales. The Comptroller will 
examine the basis used in each return, and in any case in which 
the amount subtracted in respect of such stamps or coupons is 
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found to be excessive an amended return or amended returns 
will be required. 

In the case of an individual furnishing a co-operative or other 
trading stamp system for others, he shall compute his income in 
accordance with the same principles and submit similar state- 
ments with his return. 



GROSS INCOME DEFINED: BASIS FOR DETER- 
MINING GAIN OR LOSS 

Aet. 91. Basis for determining gain or loss from sale, gift or 
other* dispositijon. — For the purpose of ascertaining the gain or 
loss from the sale, gift, exchange, or other disposition of property 
the basis is (a) its fair market price or value as of January 1, 
1919, if acquired prior thereto, or (b) if acquired on or after 
that date, its cost or its approved inventory value. In both cases 
proper adjustment must be made for any depreciation or deple- 
tion sustained. Gifts, whether charitable contributions or other- 
wise, constitute a disposition of property which may result in a 
profit or loss to be measured by the difference between the cost 
(or the value on January 1, 1919, if acquired prior thereto) and 
the value at the date of the gift. 

Aet. 92. Fair market value January 1, 1919 What the fair 

market price or value of property was on January 1, 1919, is a 
question of fact to be established! by any evidence which will 
reasonably and adequately make it appear. 

In the case of securities dealt in on a recognized exchange, the 
fair market value on January 1, 1919, will ordinarily be deter- 
mined by the average of the bid and asked prices after closing 
on December 31, 1918. In all other cases other evidence of value 
is necessary and bona fide sales nearest January 1, 1919, of secur- 
ities publicly or privately dealt in, or appraisals for inheritance or 
similar purposes, will be considered. 

Aet, 93. Sale of property acquired by gift or bequest In the 

case of property acquired by gift, bequest, devise or descent the 
basis for computing gain or loss on a sale is the fair market price 
or value of the property at the date of acquisition or as of Janu- 
ary 1, 1919, if acquired prior thereto. For the purpose of deter- 
mining the profit or loss from the sale of property acquired by 
bequest, devise, or descent since December 31, 1918, its value as 
appraised for the purpose of the ISTew York transfer tax, or in 
the case of estates not subject to that tax its value as appraised 
in a State court for the purpose of State inheritance tax should 
be deemed to be its fair market value when acquired. If there 

[26] 
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has been no judicial determination of the fair market value as of 
the date of acquisition, such value is a matter of fact to be proved 
by the taxpayer. {Tax Law, section 353.) 

Aet. 94. Exchange of property — Gain or loss arising from the 
acquisition and subsequent disposition of property is realized 
when as the result of a transaction between the owner and another 
person the property is converted into cash or . into property 
(a) that is essentially different from the property disposed of 
and (b) that has a market value. In other words, both (a) a 
change in substance and not merely in form, and (b) a change 
into the equivalent of cash, are required to complete or close a 
transaction from which income may be realized. By way of 
illustration, if a man owning ten shares of listed stock exchanges 
his stock certificate for a voting trust certificate, no income is 
realized, because the conversion is merely in form; or if he ex- 
changes his stock for stock in a small, closely held corporation, 
no income is realized if the new stock has no market value, 
although the conversion is more than formal ; but if he exchanges 
his stock for a liberty bond, income may be realized, because the 
conversion is into independent property having a market value. 
The property received in exchange may be real estate, personal 
property, or a chose in action. The exchange of a so-called con- 
vertible bond for stock pursuant to such a privilege granted in the 
bond will produce income if the stock received in exchange has 
a fair market value in excess of the cost or fair market value as 
of January 1, 1919, of the bond. {T^ax Law, section 35 J/..) 

Aet. 95. Determination of gain or loss from exchange of prop- 
erty. — (a) The amount of income derived in the case of an ex- 
change of property, as of stock for a bond, is the excess of the 
fair market value at the time of exchange of the bond received 
in exchange over the original cost of the stock exchanged for it, 
or over the fair market price or value of such stock as of Janu- 
ary 1, 1919, if acquired before that date. The amount of income 
derived from a subsequent sale of the bond for cash is the excess 
of the amount so received over the fair market value of such 
bond when acquired' in exchange for the stock, (b) On the other 
hand, if the property received in exchange is substantially the 
same property or has no market value, then no gain or loss is 
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realised, but the new property is to be regarded as substituted 
for the old and upon a sale of the new property the amount of 
income derived is the excess of the amount so received over the 
cost or fair market value as of January 1, 1919, of the old. (Tax 
Law, section 355.) 

Art. 96. Exchange for different kinds of property. — (a) If 
property is exchanged for two different kinds of property, such 
as bonds and stock, the bonds having a market value and the stock 
none, the value of the bonds is to be compared with the cost or 
fair market value as of January 1, 1919, of the original property, 
as the case may be. If the market value of the bonds is less than 
such cost or value, the difference represents the cost of the stock. 
If the market value of the bonds is greater than such cost or value, 
the difference is taxable income at the time of the exchange and 
whenever sold the entire proceeds of the stock will be taxable, 
(b) If property is exchanged for two different kinds of property, 
such as bonds and stock, neither having a market value, the cost 
or fair market value as of January 1, 1919, of the original prop- 
erty should be apportioned, if possible, between the bonds and 
stock for the purpose of determining gain or loss on subsequent 
sales. If no fair apportionment is practicable, no profit on any 
subsequent sale of any part of the bonds or stock is realized until 
out of the proceeds of sale there shall have been recovered the 
entire cost or fair market value as of January 1, 1919, of the 
original property. 

Aet. 97. Exchange of property and stock — Where property is 
transferred to a corporation in exchange for its stock, the exchange 
constitutes a closed transaction and the former owner of the 
property realizes a gain or loss if the fair market value of the 
stock is greater or less than the cost or the fair market value as 
of January 1, 1919 (if acquired prior thereto), of the property 
given in exchange. For the rule applicable where a corporation, 
in connection with a reorganization, merger or consolidation, 
exchanges property for stock, see article 98. 

Aet. 98. Exchange of stock for other stock of no greater par 
value — In general, where two (or more) corporations unite 
their properties by either (a) the dissolution of corporation B 
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and the sale of its assets to corporation A, or (b) the sale of its 
property by B to A and the dissolution of B, or (c) the sale of the 
stock of B to A and the dissolution of B, or (d) the merger of B 
into A or (e) the consolidation of the corparations, no taxable 
income is received from the transaction by A or B' or the stock- 
holders of either, provided the sole consideration received by B 
and its stockholders in (a), (b), (c) and (d) is stock or securities 
of A, and by A and B and their stockholders in (e) is stock or 
securities of the consolidated corporation, in any case of no 
greater aggregate par or face value than the old stock and securi- 
ties surrendered. The term " reorganization," as used in section 
354 of the statute, includes cases of corporate readjustment where 
stockholders exchange their stock for the stock of a holding cor- 
poration, provided the holding corporation and the original cor- 
poration, in v^hich it holds stock, are closely related and afhliated. 
So-called " no-par-value stock " issued under a statute or statutes 
which require the corporation to fix in a certificate or on its 
books of account or otherwise an amount of capital or an amount 
of stock issued which may not be impaired by the distribution of 
dividends, will for the purpose of this section be deemed to have 
a par value representing an aliquot part of such amount, proper 
account being taken of any preferred stock issued with a prefc 
erence as to principal. In the case (if any) in which no such 
amount of capital or issued stock is so required, " no-par-value 
stock " received in exchange will he regarded for purposes of this 
section as having in fact no par or face value, and consequently 
as having "no greater aggregate par or face value" than the 
stock or securities exchanged therefor. 

Aet. 99. Determination of gain or loss from subsequent sale 

The new stock and securities received as described in the pre- 
ceding article take the place of the old stock and securities. For 
the purpose, therefore, of ascertaining the gain derived or loss 
sustained from the subsequent sale of any stock or securities so 
received, the original cost to the taxpayer or the fair market value 
as of January 1, 1919, of the stock or securities in respect of 
which the new stock and securities were issued, less any untaxed 
distribution made to the taxpayer by A out of the former capital 
or surplus of B, or hy the consolidated corporation out of the 
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former capital or surplus of A or B, is the basis for determining 
the amount of such gain or loss. 

Aet. 100. Exchange of stock for other stock of greater par value. 
— If in the case of any reorganization, merger or consolidation 
the aggregate par or face value of the new stock or securities 
received is in excess of the aggregate par or face value of the 
stock and securities exchanged, income will be realized from the 
transaction by the recipients of the new stock or securities to an 
amount limited by (a) the excess of the par or face value of the 
new stock or securities over the par or face value of the old and 
(b) the excess of the fair market value of the new stock or 
securities over the cost or fair market value as of January 1, 
1919, of the old. In other words, the taxable profit will be (a) 
or (b) whichever is less. Upon a subsequent sale of the new 
stock or securities their cost to the taxpayer will be the cost or 
fair market value as of January 1, 1919, of the old stock and 
securities, plus the profit taxed on the exchange. 

Aet. 101. Readjustment of partnership interests When a 

partner retires from a partnership, or it is dissolved, he realizes 
a gain or loss measured by the difference between the price 
received for his interest and the cost to him or (if acquired prior 
thereto) the fair market value as of January 1, 1919, of his 
interest in the partnership, including in such cost or value the 
amount of his share in any undistributed partnership net income 
earned since December 31, 1918, on which the income tax has 
been paid. If, however, the partnership distributes its assets in 
kind and not in cash, the partner realizes no gain or loss until he 
disposes of the property received on distribution. Whenever a 
new partner is received into a partnership, or any existing part- 
nership is reorganized, the facts as to such change or reorganiza- 
tion should be fully set forth in the next retam of income, in 
order that the Comptroller may determine whether any gain or 
loss has been realized by any partner. But see also article 94. 



DEDUCTIONS ALLOWED: BUSINESS EXPENSES 

Aet. lll.j Business expenses — Business expenses (wbpther 
subtracted from total receipts in computing gross income or 
deducted from gross income in computing net income) include 
all items entering into what is ordinarily known as the cost 
of goods sold, together with selling and management expenses, 
except such classes of items as are treated in articles 136-190 
under " Deductions Allowed." Among the items to be treated as 
business expenses are material, labor, supplies and repairs 
in the case of a manufacturer, while a merdhant would 
include his purchases of goods bought for resale. In either 
case the amount to be taken as a deduction in any year should be 
determined by taking into consideration the inventory at the 
beginning and end of the year. Other items that may be included 
as business expenses are reasonable compensation for the services 
of officers and employees, advertising and other selling expenses. 
A taxpayer is entitled to deduct all the ordinary and necessary 
expenses paid in carrying on his business from his gross income 
from whatever source. Expenses in earning income which is not 
taxable do not constitute allowable deductions in computing net 
income from other sources which are taxable under the law. In 
the case of a nonresident taxpayer the ordinary and necessary 
expenses which may be deducted are those paid in connection 
with income arising, from sources within the state only. {Tax 
Law, section 360, and articles Jf32 and 481.) 

Aet. 112. Cost of materials — Taxpayers carrying materials 
and supplies on hand should include in expenses the charges for 
materials and supplies only to the amount that they are actually 
consumed and used in operation during the year for which the 
return is made, provided that the cost of such material and sup- 
plies has not been taken into account in determining the net 
income for any previous year. If a taxpayer carries materials or 
supplies on hand for which no record of consumption is kept or 
of which physical inventories at the beginning and end of the year 
are not taken, it will be permissible for the taxpayer to include 

in his expenses and deduct from gross income the total cost of 

[31] 
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such supplies and materials as were purchased during the year 
for which the return is made, provided the net income is clearly 
reflected by this method. 

Aet. 113. Repairs — The cost of incidental repairs which 
neither materially add to the value of the property nor appreciably 
prolong its life, but keep it in an ordinarily efficient operating 
condition, may be deducted as expense, provided the plant or 
property account is not increased by the amount of such expendi- 
tures. Repairs in the nature of replacements, to the extent that 
they arrest deterioration and appreciably prolong the life of the 
property, should be charged against the depreciation reserve. 

Aet. 114. Professional expenses — A professional man may 
claim as deductions the cost of supplies used by him in the prac- 
tice of his profession^ expenses paid in the operation and repair 
of an automobile used in making professional calls, dues to pro- 
fessional societies and subscriptions to professional journals," the 
rent paid for office rooms, the expense of the fuel, light, water, 
telephone, etc., used in such offices, and the hire of office assist- 
ants. Amounts expended for books, furniture and professional 
instruments and equipment of a permanent character are not 
allowable deductions, but a proper allowance for the deprecia- 
tion of such capital assets may be deducted. (Tax Law, section 
861, and article 125.) 

Aet. 115. Compensation for personal services ^Among the ordi- 
nary and necessary expenses paid or incurred in carrying on any 
trade or business may be included a reasonable allowance for 
salaries or other compensation for personal services actually 
rendered. The test of deductibility in the case of compensation 
payments is whether they are reasonable and are in fact payments 
purely for services. This test and its practical application may 
be further stated and illustrated as follows : 

(1) Any amount paid in the form of compensation, but not in 
fact as the purchase price of services, is not deductible. An 
ostensible salary may be in part payment for property. For 
example, an owner may sell a business to another, the seller agree- 
ing to continue in the service of the purchaser. In such a case 
it may be found that the salary of the seller is not merely for 
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services, but in part constitutes payment for the transfer of the 
business. 

(2) The form or method of fixing compensation is not decisive 
as to deductibility. While any form of contingent compensation 
invites scrutiny as a possible distribution of earnings of the enter- 
prise, it does not follow that pajanents on a contingent basis are 
to be treated fundamentally on any basis different from that 
applying to compensation at a flat rate. G-enerally speaking, if 
contingent compensation is paid pursuant to a free bargain between 
the enterprise and the individual made before the services are 
rendered, not influenced by any consideration on the part of the 
employer other than that of securing on fair and advantageous 
terms the services of the individual, it should be allowed as a 
deduction even though in the actual working out of the contract 
it may prove to be greater than the amount which would ordi- 
narily be paid. 

(3) In any event the allowance for compensation paid, to be 
deductible, may not exceed what is reasonable in all the circum- 
stances. It is in general just to assume that reasonable and true 
compensation is only such amount as would ordinarily be paid 
for like services by like enterprises in like circumstances. The 
circumstances to be taken into consideration are those existing at 
the date when the contract for services was made, not those 
existing at the date when the contract is questioned. (Article 23.) 
The father is legally* entitled to the services of his unemanci- 
pated minor children and allowances which he gives them, 
whether such be in consideration of services or otherwise, are not 
allowable deductions in his return of income. 

Aet. 116. Treatment of excessive compensation In the case 

of excessive payments by partnerships, the amounts disallowed 
should ordinarily be treated as shares of the profits of a partner- 
ship, except that a payment for property by an individual or a 
partnership should be treated by the individual or partnership 
as a capital expenditure and by the recipient as part of the 
purchase price. 

Aet. 117. Bonuses to employees — Gifts or bonuses to em- 
ployees will constitute allowable deductions from gross income 
when such payments are made in good faith and as additional 
compensation for services actually rendered by the employees, 
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provided such payments, wlien added to the stipulated salaries, 
do not exceed a reasonable compensation for the services ren- 
dered. Donations made to employees and others, which do not 
have in them the element of compensation or are in excess of 
reasonable compensation for services, are considered gratuities 
and are not deductible from gi-oss income. 

Aet. 118. Traveling expenses — Traveling expenses, as ordi- 
narily understood, include railroad fares and meals and lodging. 
If the trip is undertaken ifor other than business purposes, 
such railroad fares are personal expenses and such meals and 
lodging are living expenses. If the trip is on business, the 
traveling expenses including railroad fares, meals and lodging 
become business instead of personal expenses. (a) If, then, 
an individual whose business requires him to travel receives a 
salary as full compensation for his services, without reimburse- 
ment of traveling expenses, his traveling expenses are deduct- 
ible from gross income. (b) If such individual receives a 
salary and is also repaid his actual traveling expenses, no part 
of such expenses is deductible from gross income and no part 
of such repayment is returnable as income, (c) If such an 
individual receives a salary and also an allowance for meals 
and lodging, as, for example, a per diem allowance in lieu of 
subsistence, any excess of the cost of such meals and lodging over 
the allowance is not deductible, but any excess of the allowance 
over the actual expenses is taxable income. Any person who 
receives a mileage allowance for railroad fares should return 
as income any excess of such allowance over his actual expenses 
for such fares. A payment for the use of a sample room at a 
hotel for the display of goods is a business expense. 

Aet. 119. Pension pajrments — Amounts paid for pensions to 
retired employees or to their families or others dependent upon 
them, or on account of injuries received by employees, and lump 
sum amounts paid as compensation for injuries, are proper deduc- 
tions as ordinary and necessary expenses. Such deductions are 
limited to the amount not compensated for by insurance or other- 
wise. No deduction shall be made for contributions to a pension 
fund held by the taxpayer, the amount deductible in such case 
being the amount actually paid to the employee. When the 
amount of the salary of an officer or employee is paid for a 
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limited period after his death to his widow or heirs in recog- 
nition of the services rendered by the individual, such payments 
may be deducted. Salaries paid by employers during the con- 
tinuance of the war to employees who are absent in the military 
or naval service or are serving the Government in other ways at 
a nominal compensation, but who intend to return at the con- 
clusion of the war, are allowable deductions. {See article ^1.) 

Akt. 120. Rentals — Rent for the use of business property is 
a deductible expense. In the case of a professional man who 
rents a property for residential purposes but incidentally re- 
ceives there clients, patients or callers in connection with his 
professional work (his place of business being elsewhere) no 
part of the rent is deductible as a business expense. If, how- 
ever, he uses part of the house for his office, such portion of the 
rent as is properly attributable to such office is deductible. 

Where a leasehold is acquired for a specified sum, the pur- 
chaser may take as a deduction in his retarn an aliquot part 
of such sum each year, based on the number of years the lease 
has to run. Taxes paid by a tenant to or for a landlord for busi- 
ness property are additional rent and constitute a deductible 
item to the tenant and taxable income to the landlord, the 
amount of the tax being deductible by the latter. The cost of 
erecting buildings or permanent improvements on ground leased 
by a taxpayer is additional rental and is, therefore, a proper 
deduction from gross income, provided; such buildings and im- 
provements under the terms of the lease revert to the ovsmer 
of the ground at the expiration of the lease. In such a case, 
the cost will be prorated according to the number of years con- 
stituting the term of the lease. The lessee will not be permitted 
to deduct from gross income any depreciation with respect to 
such buildings, but the cost of incidental repairs necessary to 
keep them in an efficient condition for the purposes of their 
use may be deducted. If, however, the life of the improvement 
is less than the life of the lease, depreciation may be taken 
by the lessee instead of treating the cost as rent. (Article ^2.) 

Aet. 121. Insurance premiums — Premiums for insurance 
against fire, storm, theft, accident or other similar losses in the 
case of a business, including employer's liability and work- 
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men's compensation insurance, are deductible business expenses. 
Insurance paid on a dwelling owned and occupied by the tax- 
payer, is a personal expense, and not deductible. Premiums 
paid for life insurance by the insured are not deductible. 

Where the taxpayer pays premiums on an insurance policy 
on the life of an employee or individual financially interested 
in the taxpayer's business, for the purpose of protecting him- 
self from loss in the event of the death of any such person, 
such premiums are not deductible from his gross income. But 
if the taxpayer is in no sense a beneficiary under such a policy, 
except as he may derive advantage from the increased efficiency 
of the employee, and pays the premiums purely as reasonable 
additional compensation of such employee, they are allowable 
deductions. (Articles 115 and 117.) 

Aet. 122. Expenses of fanners A farmer who operates a farm 

for profit is entitled to deduct from gross income as necessary 
expenses all amounts actually expended in carrying on the 
business of farming. The cost of ordinary tools, of short life 
or small cost, such as hand tools, including shovels, rakes, etc. 
may be included. The cost of feeding and raising live stock 
may be treated as an expense deduction, in- so far as such cost 
represents actual outlay, but not including the value of farm 
produce grown upon the farm or the labor of the taxpayer. 
Where a farmer is engaged in producing crops which take more 
than a year from the time of planting to the process of gather- 
ing and disposal, expenses deducted may be determined upon 
the crop basis, and such deductions must be taken in the year 
in which the gross income from the crop has been realized. 
If a farm is operated for recreation or pleasure and not on a 
commercial basis, and if the expenses incurred in connection 
with the farm are in excess of the receipts therefrom, the entire 
receipts from the sale of products may be ignored in rendering 
a return of income, and the expenses incurred, being regarded 
as personal expenses, will not constitute allowable deductions. 
The cost of farm machinery and farm buildings represents a 
capital investment and is not an allowable deduction as an item 
of expense. Amounts expended in the development of farms, 
orchards and ranches prior to the time when the productive 
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state is reached may be regarded as investments of capital. The 
amount expended in purchasing draft or work animals or live 
stock either for resale or for breeding purposes is regarded as 
an investment of capital. The purchase price of an automobile 
even when wholly used in carrying on farming operations, is 
not deductible, but is regarded as an investment of capital. 
The cost of gasoline, repairs and upkeep of an automobile if 
used wholly in the business of farming is deductible as an ex- 
pense; if used partly for business purposes and partly for the 
pleasure or convenience of the taxpayer or his family, such cost 
may be apportioned according to the extent of the use for pur- 
poses of business and pleasure or convenience, and only the 
proportion of such cost justly attributable to business purposes 
is deductible as a necessary expense. (Article 30.) 

Aet. 123. When charges deductible — Each year's return, so 
far as practicable, both as to gross income and deductions there- 
from, should be complete in itself, and taxpayers are expected 
to make every reasonable effort to ascertain the facts necessary 
to make a correct return. {Articles 11-14 and 71.) The ex- 
penses, liabilities or deficit of one year can not be used to 
reduce the income of a subsequent year. A person making 
returns on an accrual basis has the right to deduct all author- 
ized allowances, whether paid in cash or set up as a liability, 
and it follows that if he does not within any year pay or accrue 
certain of his expenses, interest, taxes or other charges, and 
makes no deduction therefor, he can not deduct from the income 
of the next or any subsequent year any amounts then paid in 
liquidation of the previous year's liabilities. A loss from 
theft or embezzlement occurring in one year and discovered in 
another is deductible only for the year of its occurrence. Any 
amount paid pursuant to a judgment or otherwise on account of 
damages for personal injuries, patent infringement or otherwise, 
is deductible from gross income when the claim is put in judg- 
ment or paid, less any amount of such damages as may have been 
compensated for by insurance or otherwise. If subsequent 
to its occurrence, however, a taxpayer first ascertains the amount 
of a loss sustained during a prior taxable year which has not 
been deducted from the gross income, he may render an amended 
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return for such preceding taxable year, and may file a claim for 
refund of the excess tax paid by reason of the failure to deduct 
such loss in the original return. (Tw; Law, section 37 Jt amd 
article 57 4.) 

Art. 124. Payments by public utilities. — In the case of a pub- 
lic utility acquired, constmcted, operated or maintained by a 
taxpayer under contract with any State, Territory or political 
subdivision thereof, or with the District of Columbia, containing 
an agreement that a portion of the net earnings of such public 
utility shall be paid to the State, Territory or political subdi- 
vision thereof, or the District of Columbia, the amount so paid 
may be deducted by the taxpayer as a necessary expense m 
transacting business. {T<ix Law, section 360.) 

Aet. 125. Items not deductible — Amounts paid for increasing 
the capital value or for restoring the depreciated value of prop- 
erty are not deductible from gross income. {Article 171.) 
Amounts expended for securing a copyright and plates, which 
remain the property of the person making the payments, are in- 
vestments of capital. The cost of defending or perfecting title 
to property constitutes a part of the cost of the property and is 
not a deductible expense. The amount expended for architect's 
services is part of the cost of the building. Commissions paid in 
purchasing securities are a part of the cost price of such securities. 
Commissions paid in selling securities are an offset against the 
selling price. Expenses of the administration of an estate, such 
as court costs, attorney's fees and executor's commissions, are 
chargeable against the corpus of the estate and are not allowable 
deductions. Amounts to be assessed and paid under an agree- 
ment between bondholders or stockholders of a corporation, to 
be used in a reorganization of the corporation, are investments 
of capital and are not deductible for any purpose in returns of 
income. An assessment paid by a stockholder of a national bank 
on account of his statutory liability is similarly not deductible. 
• Expenses incurred by a legatee to sustain or attack the validity 
of a will are not deductible expenses. 

Alimony and an allowance paid under a separation agreement 
are not deductible from gross income. Personal and living 
expenses are not deductible. {Article 73.) 
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Aet. 136. Interest — A resident is entitled to deduct from 
gross income that proportion of the total interest paid or accrued 
as the amount of his gross income, as defined in the Tax Law, 
section 359, bears to his total gross income. His total gross 
income is his gross income, as defined by the Tax Law, sec- 
tion 359, plus his income exempt from taxation. A taxpayer 
shall not be entitled to any deduction for interest paid or accrued 
unless his return discloses his total gross income, whether taxable 
or exempt. See article 434 for interest deductions allowable to 
nonresidents. 

Aet. 137. Interest on capital — Interest calculated as being a 
charge against income on account of capital invested in the 
business, but which does not represent a payment on an interest- 
bearing obligation, is not an allowable deduction from gi'oss 
income; that is to say, the interest which the money might 
earn if otherwise invested is not a deductible charge against 

income. 
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Aet. 14:1. Taxes Taxes other than income taxes paid or 

accrued within the taxable year imposed, first, by the authority 
of the United States, or of any of its possessions, or, second, by 
the authority of any State or Territory, or any county, school 
district, municipality or other taxing subdivision of any State 
or Territory, not including those assessed against local benefits 
of a kind tending to increase the value of the property assessed, 
or, third, by the authority of any foreign government, are deduct- 
ible from gross income. (Tax Law, section 360.) Postage is not 
a tax. Amounts paid to States under secured debts laws in order 
to render securities tax exempt are deductible. Automobile 
license fees are ordinarily taxes. 

Aet. 142. Federal duties and excise taxes Import or tariff 

duties paid to the proper customs officers, and business, license, 
privilege, excise and stamp taxes paid to internal revenue col- 
lectors, are deductible as taxes imposed by the authority of the 
United States, provided they are not added to and made a part 
of the expenses of the business or the cost of articles of merchan- 
dise with respect to which they are paid, in which case they 
cannot be separately deducted. 

Aet. 143. Taxes for local benefits^ — So-called taxes, more 
properly assessments, paid for local benefits, such as street, side- 
walk and other like improvements, imposed because of and meas- 
ured by some benefit inuring directly to the property against 
which the assessment is levied, do not constitute an allowable 
deduction from gross income. A tax is considered assessed 
against local benefits when the property subject to the tax is 
limited to the property benefited. Special assessments are not 
deductible, even though an incidental benefit may inure to the 
public welfare. The taxes deductible are those levied for the 
general public welfare by the proper taxing authorities at a like 
rate against all property in the territory over which such authori- 
ties have jurisdiction. Assessments under the statutes of Cali- 
fornia relating to irrigation and of Iowa relating to drainage, 
and under certain statutes of Tennessee relating to levees are 
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limited to property benefited, and when it is clear that the assess- 
ments are so limited, the amounts paid thereunder are not deduct- 
ible as taxes. When assessments are made for the purpose of 
maintenance or repair of local benefits, the taxpayer may deduct 
the assessments paid as an expense incurred in business, if the 
payment of such assessments is necessary to the conduct of his 
business. When the assessments are made for the purpose of 
constructing local benefits, the payments by the taxpayer are in 
the nature of capital expenditures and are not deductible. Where 
assessments are made for the purpose of both construction and 
maintenance or repairs, the burden is on the taxpayer to show 
the allocation of the amounts assessed to the different purposes. 
If the allocation cannot be made, none of the amounts so paid 
is deductible. 

Aet. 144. Inheritance taxes — State inheritance taxes paid by 
the executor or administrator of an estate of a deceased person, 
which are provided by law to be deducted from the respective 
legacies or distributive shares, are not allowable deductions in 
computing the net income of such estate subject to tax, even 
though the will contains a direction to pay inheritance taxes out 
of the residue. An inheritance tax is upon the transfer of the 
property and not upon the estate of the decedent or upon the 
executor or administrator, although the latter is required to pay 
it. In general, taxes paid or accrued within the year imposed by 
the authority of any State, or otherwise, are limited to those 
imposed upon the taxpayer and do not include taxes paid by 
him on behalf of another, even though he is required by law to 
make such payment. Since, moreover, the tax is imposed upon 
the transfer before the property reaches the legatee or distributee, 
and merely diminishes the capital share of the estate received 
by him, such tax is not imposed upon the legatee or distributee 
and is not an allowable deduction from his income. Similarly, 
Federal estate taxes are not deductible. 
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Abt. 151. Losses Losses sustained during tlie taxable year 

and not compensated for by insurance or otherwise are fully 
deductible (except by nonresidents) if (a) incurred in the tax- 
payer's trade or business, or (b) incurred in any transaction 
entered into for profit, or (c) losses of property arising from 
fires, storms, shipwreck or other casualty, or from theft. They 
must usually be evidenced by closed and completed transactions. 
In the case of the sale of assets the loss will be the difference 
between the cost thereof, less depreciation sustained since acqui- 
sition, or the fair market value as of January 1, 1919, if 
acquired before that date, less depreciation since sustained, and 
the price at which they were disposed of. (Tax ImWj section S5S 
and wrticles S1-S9 and 9-1.) When the loss is claimed through 
the destruction of property by fire, flood or other casualty, the 
amount deductible will be the difference between the cost of the 
property or its fair market value as of January 1, 1919, if 
acquired prior thereto, and the salvage value thereof, after deduct- 
ing from the cost (or value as of January 1, 1919,) the amount, 
if any, which has been or should have been set aside and deducted 
in the current year and previous years from gross income on 
account of depreciation and which has not been paid out in 
making good the depreciation sustained. But the loss should be 
reduced by the amount of any insurance or other compensation 
received. A loss in the sale of an individual's residence is not 
deductible. Losses in illegal transactions are not deductible. 
See article 435 for deductions for losses allowable to nonresidents. 

Art. 152. Voluntary removal of buildings — Loss due to the 
voluntary removal or demolition of old buildings, the scrapping 
of old machinery, equipment, etc., incident to renewals and 
replacements will be deductible from gross income in a sum repre- 
senting the difference between the cost of such property demol- 
ished or scrapped (or its fair market value on January 1, 1919 
if acquired prior thereto) and the amount of a reasonable allow- 
ance for the depreciation which the property had undergone prior 
to its demolition or scrapping; that is to say, the deductible loss 
is only so much of the original cost (or value as of January 1 
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1919) of the property, less salvage, as would have remained 
unextinguished had a reasonable allowance been charged off for 
depreciation during each year prior to its destruction. When a 
taxpayer buys real estate upon which is located a building which 
he proceeds to raze with a view to erecting thereon another build- 
ing, it will be considered that the taxpayer has sustained no 
deductible loss by reason of the demolition of the old building, 
and no deductible expense on account of the cost of such removal, 
the value of the real estate, exclusive of old improvements, being 
presumably equal to the purchase price of the land and building 
plus the cost of removing the useless building. 

Aet. 153. Loss of useful value — When through some change 
in business conditions the usefulness in the business of some or 
all of the capital assets is suddenly terminated, so that the tax- 
payer discontinues the business or discards such assets perma- 
nently from use in the business, he may claim as a loss for the 
year in which he takes such action the difference between the cost 
or the fair market value as of January 1, 1919, of any asset so 
discarded (less any depreciation allowances) and its salvage value 
remaining. This exception to the rule requiring a sale or other 
disposition of property in order to establish a loss requires proof 
of some unforeseen cause by reason of which the property must 
be prematurely discarded, as, for example, where machinery or 
other property must be replaced by a new invention, or where an 
increase in the cost of or other change in the manufacture of any 
product makes it necessary to abandon such manufacture, to 
which special machinery is exclusively devoted, or where new 
legislation directly or indirectly makes the continued profitable 
use of the property impossible. This exception does not extend 
to a case where the useful life of property terminates solely as 
a result of those gradual processes for which depreciation allow- 
ances are authorized. It does not apply to inventories or to 
other than capital assets. The exception applies to buildings 
only when they are permanently abandoned or permanently 
devoted to a radically different use, and to machinery only vr'hen 
its use as such is permanently abandoned. Any loss to be deduct- 
ible under this exception must be charged off on the books and 
fully explained in returns of income. But see article 28. 
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Art. 154. Shrinkage in value of securities and stocks. — A' per- 
son possessing securities, such as stocks -and bonds cannot deduct 
from gross income any amoxm.t claimed as a loss on account of tna 
shrinkage in value of such securities through fluctuation of the 
market or otherwise. The loss allowable in such cases is that 
actually suffered when the securities mature or are disposed of. 
See, however, article 161. In the case of individual bankers 
or private bankers who are subject to supervision by State authori- 
ties, and who in obedience to the orders of such supervisory officers 
charge off as losses, amounts representing an alleged shrinkage 
in the value of property, the amounts so charged off do not con- 
stitute allowable deductions. The foregoing applies only to 
owners and investors, and not to dealers in securities, as to whom 
see article 220. However, if stock of a corporation becomes 
worthless, its cost or its fair market value as of January 1, 1919, 
if acquired prior thereto, may be deducted by the owner in the 
taxable year in which the stock was ascertained to be worthless 
and charged off, provided a satisfactory showing of its worthless- 
ness be made as in the case of bad debts. (Article 161.) 

Aet. 155. Losses of farmers — Losses incurred in the operation 
of farms as business enterprises are deductible from gross income. 
If farm products are held for favorable markets, no deduction on 
account of shrinJkage in weight or physical value or by reason 
of deterioration in storage shall be allowed. The total loss by 
frost, storm, flood or flre of a prospective crop, or of a crop 
which has not been sold, is not a deductible loss in computing net 
income. A farmer engaged in raising and selling stock, cattle, 
sheep, horses, etc., is not entitled to claim as a loss the value of 
animals that perish from among those animals that were raised 
on the farm. If live stock has been purchased for any purpose, 
and afterward dies from disease, exposure or injury, or is killed 
by order of the authorities of a State or the United States, the 
actual purchase price of such stock, less any depreciation which 
may have been previously claimed with respect to such perished 
live stock, and less also any insurance or indemnity recovered, may 
be deducted as a loss. The actual cost of other property, less 
depreciation already allowed, destroyed by order of the authori- 
ties of a State or of the United States, may in like manner be 
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claimed as a loss ; but if reimbursement is made by a State or the 
United States in whole or in part on account of stock killed or 
property destroyed, the amount received shall be reported as 
income for the year in which reimbursement is made. In deter- 
mining the cost of stock for the purpose of ascertaining the 
deductible loss there shall be taken into account only the purchase 
price, and not the cost of any feed, pasturage or care which has 
been deducted as an expense of operation. If gross income is 
ascertained by inventories, no deduction can be made for live 
stock or products lost during the year, whether purchased for 
resale or produced on the farm, as such losses will be reflected 
in the inventory by reducing the amount of live stock or products 
on hand at the close of the year. If an individual owns and 
operates a farm, in addition to being engaged in another trade, 
business or calling, and sustains a loss from such operation of 
the farm, then the amount of loss sustained may be deducted from 
gross income received from all sources, provided the farm is not 
operated for recreation or pleasure. (Articles SO, 122 mid 181.) 
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Aet. 161. Bad debts ^An account merely written down or a 

debt recognized as worthless prior to the beginning of the taxable 
year is not deductible. Where all the surrounding and attendant 
circumstances indicate that a debt is worthless and uncollectible 
and that legal action to enforce payment would in all proba- 
bility not result in the satisfaction of execution on a judgment, 
a showing of these facts will be sufficient evidence of the worth- 
lessness of the debt for the purpose of deduction. Bankruptcy 
may or may not be an indication of the worthlessness of a debt, 
and actual determination of worthlessness in such a case is some- 
times possible before and at other times only when a settlement 
in bankruptcy shall have been had. Where a taxpayer ascer- 
tained a debt to be worthless and charged it off in one year, the 
mere fact that bankruptcy proceedings instituted against the 
debtor are terminated in a later year confirming the conclusion 
that the debt is worthless will not authorize shifting the deduction 
to such later year. In the case of debts existing prior to 
January 1, 1919, only their value on that date may be deducted 
upon subsequently ascertaining them to be worthless. But see 
article 44. If a taxpayer computes his income upon the basis 
of valuing his notes or accounts receivable at their fair market 
value when received, which may be less than their face value, the 
amount deductible for bad debts in any such case is limited to 
such original valuation. 

Art. 162. Examples of bad debts — Worthless debts arising 
from unpaid wages, salaries, rents and similar items of taxable 
income will not be allowed as a deduction unless the income such 
items represent has been included in the return of income for the 
year in which the deduction as a bad debt is sought to be made 
or in a previous year. Only the difference between the amount 
received in distribution of the assets of a bankrupt and the 
amount of the claim may be deducted as a bad debt. The differ- 
ence between the amount received by a creditor of a decedent in 
distribution of the assets of the decedent's estate and the amount 
of his claim may be considered a worthless debt. A purchaser 
of accounts receivable which cannot be collected and are conse- 
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quently charged off the books as bad debts is entitled to deduct 
them, the amount of deduction to be based upon the price he paid 
for them and not upon their face value. 

Aet. 163. Worthless mortgage debt — Where under foreclosure 
a mortgagee buys in the mortgaged property and credits the 
indebtedness with the purchase price, the difference between the 
purchase price and the indebtedness will not be allowable as a 
deduction for a bad debt, for the property which was security for 
the debt stands in the place of the debt. The determination of 
loss in such a situation is deferred until the property is disposed 
of, except where a purchase money mortgage is foreclosed by the 
vendor of the property. {See article 38.) Only where a pur- 
chaser for less than the debt is another than the mortgagee may 
the difference between the debt and the net proceeds from the 
sale be deducted as a bad debt. 

AjKT. 164. Worthless securities — Where bonds purchased be- 
fore January 1, 1919, depreciated in value between the date of 
purchase and that date, and were in a later year ascertained to be 
worthless and charged off, the owner is entitled to a deduction in 
that year equal to the value of the bonds on January 1, 1919. 
Bonds purchased since December 31, 1918, when ascertained to 
be worthless may be treated as bad debts to the amount actually 
paid for them, but not exceeding their amortized value if pur- 
chased at a premium. Bonds of an insolvent corporation secured 
only by a mortgage from which on foreclosure nothing is realized 
for the bondholders are regarded as ascertained to be worthless 
not later than the year of the foreclosure sale, and no deduction 
for such bad debt is allowable in computing the bondholder's 
income for a subsequent year. To authorize a deduction for a 
bad debt on account of notes held prior to January 1, 1919, their 
value on that date must be established. (See a/rticles 15Jf mid 220. ) 
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Art. 171. Depreciation A reasonable allowance for the ex- 
haustion, wear and tear and obsolescence of property used m 
the trade or business may be deducted from grosis income. For 
convenience such an allowance will usually be referred to as 
covering depreciation, excluding from the term any idea of a 
mere reduction in market value not resulting from exhaustion, 
wear and tear or obsolescence. The proper allowance for such 
depreciation of any property used in the trade or business is that 
amount which should be set aside for the taxable year in accord- 
ance with a consistent plau by which the aggregate of such 
amounts for the useful life of the property in the business will 
suffice, with the salvage value, at the end of such useful life to 
provide in place of the property its cost, or its value as of 
January 1, 1919, if acquired by the taxpayer before that date. 

Aet. 172. Depreciable pr&perty — The necessity for a deprecia- 
tion allowance arises from the fact that certain property used 
in the business gradually approaches a point where its usefulness 
is exhausted. The allowance should be confined to property of 
this nature. In the case of tangible property, it applies to that 
which is subject to wear and tear, to decay or decline from natural 
causes, to exhaustion, and to obsolescence due to the normal prog- 
ress of the art or to becoming inadequate to the growing needs 
of the business. It does not apply to inventories or to stock in 
trade ; nor to land apart from the improvements or physical devel- 
opment added to it. It does not apply to bodies of minerals 
which through the process of removal suffer depletion, other pro- 
vision for this being made in the statute. (Section 360, sub- 
division 9, of the Tax Law, and ■article 190.) Property kept in 
repair may, nevertheless, be the subject of a depreciation allow- 
ance. {Article 113.) The deduction of an allowance for depre- 
ciation is limited to property used in the taxpayer's trade or 
business. ISTo such allowance may be made in respect of auto- 
mobiles or other vehicles used chiefly for pleasure, a building 
used by the taxpayer solely as his residence, nor in respect of 
furniture or furnishings therein, personal effects, or clothing; but 
properties and costumes used exclusively in a business, such 
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as a theatrical business, may be the subject of a depreciation 
allowance. 

Aet. 173. Depreciation of intangible property Intangibles, 

the use of which in the trade or business is definitely limited in 
duration, may be the subject of a depreciation allowance. 
Examples are patents and copyrights, licenses and franchises. 
Intangibles, the use of which in the business or trade is not so 
limited, will not usually be a proper subject of such an allowance. 
If, however, an intangible asset acquired through capital outlay 
is known from experience to be of value in the business for only 
a limited period, the length of which can be estimated from 
experience with reasonable certainty, such intangible asset may 
be the subject of a depreciation allowance, provided the facts are 
fully shown in the return or prior thereto to the satisfaction of 
the Comptroller. No depreciation is allowable with respect to 
good will, secret formulae or processes, trade names, trademarks 
or trade brands. 

Aet. 174. Capital sum recoverable through depreciation allow- 
ance — The capital sum to be replaced by depreciation allowances 
is the cost of the property in respect of which the allowance is 
made, except that in the case of property acquired by the tax- 
payer prior to January 1, 1919, the capital sum to be replaced 
is the fair market value of the property as of that date. In the 
absence of proof to the contrary, it will be assumed that such 
value as of January 1, 1919, is the cost of the property less 
depreciation up to that date. To this sum should be added from 
time to time the cost of improvements, additions and betterments, 
the cost of which is not deducted as an expense in the taxpayer's 
return, and from it should be deducted from time to time the 
amount of any definite loss or damage sustained by the property 
through casualty, as distinguished from the gradual exhaustion 
of its utility which is the basis of the depreciation allowance. 
In the case of the acquisition after December 31, 1918, of a 
combination of depreciable and nondepreciable property for a 
lump price, as for example, land and buildings, the capital sum 
to be replaced is limited to that part of the lump price which 
represents the value of the depreciable property at the time of 
such acquisition. 
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At?t. 175. Method of computing depreciation allowance — The 
capital sum to be replaced should be charged off over the useful 
life of the property either in equal annual installments or in 
accordance with any other recognized trade practice, such as an 
apportionment of the capital sum over units of production. What- 
ever plan or method of apportionment is adopted must be reason- 
able and should be described in the return. 

Aet. 176. Modification of method of computing depreciation — 
If it develops that the useful life of the property has been under- 
estimated, the plan of computing depreciation should be modified 
and the balance of the cost of the property, or its fair market 
value as of January 1, 1919, not already provided for through 
a depreciation reserve or deducted from hook value, should be 
spread over the estimated remaining life of the property. No 
modification of the method should be made on account of fluctua- 
tions in the market value of the property from time to time, 
such as, on the one hand, loss in rental value of buildings due 
to deterioration of the neighborhood, or, on the other hand, 
appreciation due to increased demand. The conditions affecting 
such market value should be taken into consideration only so far 
as they affect the estimate of the useful life of the property. 

Aet. 177. Depreciation of patent or copjrright In computing 

a depreciation allowance in the case of a patent or copyright, 
the capital sum to be replaced is the cost (not already deducted 
as current expense) of the patent or copyright or its fair market 
value as of January 1, 1919, if acquired prior thereto. The 
allowance should be computed by an apportionment of the cost 
of the patent or copyright or of its fair market value as of Jan- 
uary 1, 1919, over the life of the patent or copyright since its 
grant, or since its acquisition by the taxpayer, or since Decem- 
ber 31, 1918, as the case may be. If the patent or copyright 
was acquired from the government, its cost consists of the various 
government fees, cost of drawings, experimental models, attor- 
ney's fees, etc., actually paid. Depreciation of a patent can be 
taken on the basis of the fair market value as of January 1, 1919 
only when affirmative and satisfactory evidence of such value is 
offered. Such evidence should whenever practicable be submitted 
with the return. If the patent becomes obsolete prior to its 
expiration such proportion of the amount on which its deprecia- 
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tion may be based as the number of years of its remaining life 
bears to the whole number of years intervening between the date 
when it was acquired and the date when it legally expires may 
be deducted, if permission so to do is specifically secured from 
the Comptroller. Owing to the difficulty of allocating to a par- 
ticular year the obsolescence of a patent, such permission will 
be granted only if affirmative and satisfactory evidence that the 
obsolescence occurred in the year for which the return is made 
is submitted to the Comptroller. The fact that depreciation has 
not been taken in prior years does not entitle the taxpayer to 
deduct in any taxable year a greater amount for depreciation 
than would otherwise be allowable. (See articles 32 and 123.) 

Aet. 178. Depreciation of drawings and models A taxpayer 

who has incurred expenses in his business for designs, drawings, 
patterns, models, or work of an experimental nature calculated 
to result in improvement of his facilities or his product, may 
at his option deduct such expenses from gross income for the tax- 
able year in which they are incurred or treat such articles as a 
capital asset to the extent of the amount so expended. In the 
latter case, if the period of usefulness of any such asset may be 
estimated from experience with reasonable accuracy, it may be 
the subject of depreciation allowances spread over such estimated 
period of usefulness. The facts must be fully shovra. in the 
return or prior thereto to the satisfaction of the Comptroller. 
Except for such depreciation allowances no deduction shall be 
made by the taxpayer against any sum so set up as an asset 
except on the sale or other disposition of such assets at a loss or 
on proof of a total loss thereof. 

Aet. 179. Charging off depreciation — .If regular books of 
account are kept, a depreciation allowance, in order to constitute 
an allowable deduction from gross income, should be regularly 
charged off thereon. The particular manner in which it shall 
be charged off is not material, except that the amount measuring 
a reasonable allowance for depreciation must be either deducted 
directly from the book value of the assets or preferably credited 
to a depreciation reserve account, which must be reflected in the 
annual balance sheet. If regular books of account are not kept 
by the taxpayer, a permanent record must be kept of the facts 
on which the claim for depreciation is based. The allowance 
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should be computed and charged off with express reference to 
specific items, units or groups of property, each item or unit 
being considered separately or specifically included in a group 
with others to which the same factors apply. The taxpayer 
should keep such records as to each item or unit of depreciable 
property as will permit the ready verification of the factors used 
in computing the allowance for each year for each item, unit or 
group. 

Aet. 180. Closing depreciation account — If the use of any 
property in the business is permanently discontinued, although 
no sale or other disposition of the property has taken place, a 
determination of any gain or loss may be made; but any deduc- 
tion in respect of any loss thereon must be disclosed in the tax- 
payer's return for the year in which the determination is made 
and a full statement of the facts and the basis upon which the 
computation is calculated must be attached to the return. Upon 
a sale or other disposition of the property, the consideration 
received shall be compared with the amount of the estimated 
salvage value used in computing the gain or loss as above pro- 
vided, and the amount of the difference shall be treated as a gain 
or loss, as the case may be, of the year in which the sale or other 
disposition was made. {8ee articles 151-153.) 

Aet. 181. Depreciation in the case of farmers A reasonable 

allowance for depreciation may be claimed on farm buildings 
(other than a dwelling occupied by the owner), farm machinery 
and other physical property including live stock purchased for 
draft, dairy or breeding purposes, but no claim for depreciation 
on live stock raised, or purchased for resale, will be allowed. 
Live stock purchased for draft, breeding or dairy purposes, or for 
any purpose other than resale, may be included in the inventory 
for each year at a figure which will reflect the reduction in value 
estimated to have occurred during the year through increase of 
age or other causes. Such a reduction in value should be based 
on the cost and estimated life of the live stock. If an inventory 
is not used, a reasonable allowance for depreciation may be 
claimed based upon the cost of draft and work animals and 
animals kept solely for breeding purposes and not for resale. 
{8ee articles SO, 122 and 155.) 
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Aet. 190. Depletion of mines, oil and gas wells, natural deposits 
and timber — Until specific regulations on the subject of deple- 
tion are issued and promulgated by the State Comptroller, 
deductions for depletion will be allowed in accordance with the 
principles and rules adopted by the Commissioner of Internal 
Revenue in regulations 45, except that the fair market value as 
of January 1, 1919, is the basis for claims of depletion with 
respect to property acquired prior to that date, and except also 
that claims for depletion based upon discovery must relate to 
discoveries by the taxpayer on or after January 1, 1919. 

DEDUCTIONS ALLOWED: CHARITABLE CON- 
TRIBUTIONS 

Aet. 201. Charitable contributions Contributions or gifts 

within the taxable year are deductible to an aggregate amount 
not in excess of 15 per cent of the taxpayer's net income as 
computed without the benefit of this deduction, if made (a) to 
corporations or associations incorporated by or organized under 
the laws of the State of IsTew York and operated exclusively for 
religious, charitable^ scientific or educational purposes, or for the 
prevention of cruelty to children or animals, no part of the net 
earnings of which inures to the benefit of any private stockholder 
or individual, or (b) to the special fund for vocational rehabilita- 
tion under the Vocational Rehabilitation Act of June 27, 1918. 
A gift to a common agency (as a war chest) for several such 
corporations or associations is treated like a gift directly to them. 
In connection with claims for this deduction there shall be stated 
on returns of income the name and address of each organization 
to which a gift was made, and the approximate date and the 
amount of the gift in each case. Where the gift is other than 
money, the basis for calculation of the amount of the gift shall 
be the fair market value of the property at the time given, but 
the difference between such value and cost (or fair market value 
on January 1, 1919, if acquired before that date) shall be 
returned as profit or loss by the donor. (Article 91.) A gift 
of real estate to a city to be maintained perpetually as a public 
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park is not an allowable deduction. This article does not apply 
to gifts by partnerships or estates and trusts. (Tax Law, section 
S60, mbdivision 10, and sections S6i and 365, and articles 
233 and 251.) 

Aet. 202. Definition of religious, charitable, scientific and educa- 
tional corporations and associations. — In order to be deductible, 
contributions must be to a corporation or association: (a) incor- 
porated by or organized under the laws of the State of New York ; 
(b) organized and operated- exclusively for one or more of the 
specified purposes; (c) no part of its income must inure to the 
benefit of any private stockholder or individual. 

Charitable corporations include an association for the relief 
of the families of clergymen, even though the latter make a con- 
tribution to the fund established for this purpose; or for furnish- 
ing the services of trained nurses to persons unable to pay for 
them ; or for aiding the general body of litigants by improving the 
efiicient administration of justice. Educational corporations may 
include an association whose sole purpose is the instruction of the 
public. This is true of an association to promote acquaintance 
with the Spanish language and literature, although it has inci- 
dental amusement features; of an association to increase knowl- 
edge of the civilization of another country; and of a Chautauqua 
association whose primary purpose is to give lectures on subjects 
useful to the individual and beneficial to the community and 
whose amusement features are incidental to this purpose. But 
associations formed to disseminate controversial or partisan propa- 
ganda are not educational within the meaning of the statute. 
Scientific corporations include an association for the scientific 
study of law, to the end of improvement in its administration. 



PERSONAL EXEMPTIONS 

Abt. 205. Personal exemption of resident individual — An 

unmarried individual, or a married individual not living with 
husband (or wife) , and who is not the head of a family, is entitled 
to a personal exemption of $1,0'00, if he is a resident of the 
State of New York. 

Aet. 20'6. Personal exemption of head of family — A head of a 
family (resident of the 'State of New York) is entitled to a 
personal exemption of $2,000. A head of a family is a person 
who actually supports and maintains in one household one or 
more individuals who are closely connected with him by blood 
relationship, relationship by marriage, or by adoption, and whose 
right to exercise family control and provide for these dependent 
individuals is based upon some moral or legal obligation. In the 
absence of continuous actual residence together, whether or not 
a person with dependent relatives is the head of a family within 
the meaning of the statute must depend on the character of the 
separation. If a father is absent on business or at war, or a 
child or other dependent is away at school or on a visit, the com- 
mon home being still maintained, the additional exemption applies. 
If, moreover, through force of circumstances a parent is obliged 
to maintain his dependent children with relatives or in a board- 
ing house while he lives elsewhere, the additional exemption may 
still apply. A resident alien with children abroad is not entitled 
to the exemption of a head of a family. 

Aet. 207. Personal exemption of married person. — ^A married 
person (resident of the State of New York) living with husband 
(or wife), is entitled to a personal exemption of $2,000 against 
the aggregate net income of both husband and wife. In the case 
of a married man or married woman the joint exemption replaces 
the individual exemption only if the man lives with his wife or 
the woman lives with her husband. In the absence of continuous 
actual residence together, whether or not a man or woman has 
a wife or husband living with him or her within the meaning 
of the statute must depend on the character of the separation. 
If merely occasionally and temporarily a wife is away on a visit 
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or a husband is away on business, the joint home being main- 
tained, the additional exemption applies. The unavoidable 
absence of a wife or husband at a sanatorium or asylum on account 
of illness does not preclude claiming the exemption. If, however, 
the husband voluntarily and continuously makes his home at one 
place and the wife hers at another, they are not living together 
for the purpose of the Tax Law, irrespective of their personal 
relations. A resident alien with a wife residing abroad is not 
entitled to the joint exemption. 

Art. 208. Exemption for dependents — A resident taxpayer 
receives an exemption of $200 for each person (other than hus^ 
band or wife), whether related to him or not and whether living 
with him or not, dependent upon and receiving his chief support 
froffl the taxpayer, provided the dependent is either (a) under 
eighteen years of age or (b) incapable of self-support because 
defective. The exemption is based upon actual financial depend- 
ency and not mere legal dependency and may accrue to a taxpayer 
who is not the head of a family. But a father whose children 
receive half or more of their support from a trust fund or other 
separate source is not entitled to the exemption. 

Aet. 209. Date determining exemption — The status of the tax- 
payer during the taxable year determines his right to an addi- 
tional exemption and to exemption for dependents. If at any 
time during the taxable year he is the head of a family, the per- 
sonal exemption of $2,000 may be taken. If he is the chief sup- 
port of a dependent who is under eighteen years of age, or 
incapable of self-support because mentally or physically defective, 
the exemption of $200 may be taken. A husband and wife living 
together during the taxable year may receive but one personal 
exemption of $2,000, divisible as they please, against their aggre- 
gate net income. If an individual dies during the taxable year, 
his executor or administrator in making a return for him is 
entitled to claim his full personal exemption according to the 
status of the decedent. If a husband or wife so dies and the 
joint personal exemption is used by the executor or administrator 
in making a return for the decedent, an undiminished personal 
exemption according to the status of the survivor during his 
(or her) taxable year subsequent to such death, may be claimed 
in the survivor's return. 
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Aet. 210. Personal exemption of officer or employee of the 
United States. — ^A taxpayer receiving salary, wages, or other com- 
pensation from the United States, whether as civilian or in the 
military or naval service, exempt from taxation under the tax law 
shall be entitled to only so much of the personal exemption pro- 
vided for in this section as is in excess of the aggregate amount 
of such salaries, wages or other compensation. If the compensa- 
tion received from the United States is in excess of the personal 
exemption, no personal exemption is allowable. (Tax Law, sec- 
tion 362, subdivision 3.) 



INVENTORIES 

Aet. 216. Need of inventories — In order to reflect the net 
income correctly, inventories at tlie beginning and ending of each 
year are necessary in every case in which the production, pur- 
chase or sale of merchandise is an income-producing factor. The 
inventory should include ravf materials and supplies on hand 
that have been acquired for sale, consumption or use in productive 
processes, together virith all finished or partly finished goods. 
Title to the merchandise included in the inventory should be 
vested in the taxpayer and goods merely ordered for future 
delivery and for which no transfer of title has been effected should 
be excluded. The inventory should include merchandise sold 
only if title has not passed to the purchaser; but if title has 
passed to the purchaser and such goods have been included in 
the sales of the taxable year, they should not be taken in the 
inventory. It should also include merchandise purchased, 
although not actually received, to which title has passed to the 
purchaser. In this regard care should be exercised to take into 
the accounts all invoices or other charges in respect of merchan- 
dise properly included in the inventory, but which is in transit 
or for other reasons has not been reduced to physical possession. 

Aet. 217. Valuation of inventories — Inventories should be 
valued at (a) cost or (b) cost or market whichever is lower. 
Whichever basis is adopted must be applied to each item and not 
merely to the total of the inventory ; that is, if for instance basis 
(b) is adopted, the value of each item in the inventory will be 
measured by market if that is lower than cost, or by cost if that 
is lower than market. Whichever of the above methods is adopted 
for 1919, changes can be made thereafter only after permission is 
secured from the Comptroller. Inventories should be recorded in 
a legible manner and properly computed and summarized, and 
should be preserved as a part of the accounting records of the 
taxpayer. Goods taken in the inventory which have been so 
intermingled that they cannot be identified with specific invoices 
will be deemed to be the goods most recently purchased. 

Aet. 218. Inventories at cost — Cost means: 

(1) In the case of merchandise purchased, the invoice price 
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less trade or other discounts except strictly cash discounts ap- 
proximating a fair interest rate, which may be deducted or not 
at the option of the taxpayer provided a consistent course is fol- 
lowed. To this net invoice price should be added transportation 
or other necessary charges incurred in acquiring possession of 
the goods. 

(2) In the case of merchandise produced by the taxpayer, 
(a) the cost of raw materials and supplies entering into or con- 
sumed in connection with the product, (b) expenditures for 
direct labor, (c) indirect expenses incident to and necessary for 
the production of the particular article, including in such indirect 
expenses a reasonable proportion of management expenses, but 
not including any cost of selling or return on capital whether 
by way of interest or profit. In any industry in which the usual 
rules for computation of cost of production are inapplicable, 
costs may be approximated upon such basis as may be reasonable 
and in conformity with established trade practice in the particu- 
lar iudustry. 

Aet. 219. Inventories at market — Market means the current 
bid price prevailing at the date of the inventory for the par- 
ticular merchandise, and is applicable to goods purchased and 
on hand and to basic materials in goods in process of manufac- 
ture and in finished goods on hand, exclusive, however, of goods 
on hand or in process of manufacture for delivery upon firm sales 
contracts at fixed prices entered into before the date of the 
inventory. Where no open market quotations are available the 
taxpayer must use such evidence of a fair market price at the 
date or dates nearest the inventory as may be available to him, 
such as specific transactions in reasonable volume entered into 
in good faith, or compensation paid for cancellation of contracts 
for purchase commitments. The burden of proof will rest upon 
the taxpayer in each case to satisfy the Comptroller of the cor- 
rectness of the prices adopted. 

Aet. 220. Inventories by dealers in securities — A dealer in 
securities, who in his books of account regularly inventories un- 
sold securities on hand either (a) at cost or (b) at cost or market 
value, whichever is lowei', may make his return upon the basis upon 
which his accounts are kept; provided that a description of the 
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method employed shall he included in or attached to the return, that 
all the securities must be inventoried hy the same method, and that 
such method must be adhered to in subsequent years, unless 
another be authorized by the Comptroller. For the purpose of 
this rule a dealer in securities is a merchant of securities, whether 
an individual or partnership, with an established place of busi- 
ness, regularly engaged in the purchase of securities and their 
resale to customers, that is, one who as a merchant buys securities 
and sells them to customers with a view to the gains and profits 
that may he derived therefrom. If such business is simply r 
branch of the activities carried on by such person, the securities 
inventoried as here provided may include only those held for 
purposes of resale and not for investment. Taxpayers who buy 
and sell or hold securities for investment or speculation, and not 
in the course of an established business, and officers of corpora- 
tions and members of partnerships, who in their individual 
capacities buy and sell securities, are not dealers in securities 
within the meaning of this rule. 



PARTNERSHIPS 

Akt. 226. Partnerships — Partnerships as such are not subject 
to taxation under the Tax Law, but are required to make returns 
of income. (^Tax: 'Law, section 368, and articles 280 and 2S1.) 
Individuals carrying on business in partnerships, are, howaver, 
taxable upon their distributive shares of the net income of such 
partnerships, whether distributed or not, and are required to 
include such distributive shares in their returns. The net in- 
come of a partnership shall be computed in the same manner and 
on the same basis as tbe net income of an individual, except that 
the deduction of charitable contributions is not permitted. Resi- 
dent iadividuals who are members of partnerships may be re- 
quired by the Comptroller to make a return stating the gross 
receipts and the net gains or profits of tbe partnership for the tax- 
able year. {Tax Law, section SdJ/., and articles ll-lJ^.) 

A resident member of a partnership must include irf his return 
his distributive sbare of the profits of such partnership even 
though it do no business within the State of IsTew York and derive 
no income from sources within the State. 

Every distribution (or credit) shall be deemed to be a ratable 
distribution of income of each kind received during the year. 

Aet. 227. Limited partnerships — ^AU limited partnerships, 
whether of the type authorized by the statutes of New York and 
Illinois or of Pennsylvania and Michigan and most other states, 
are partnerships and not corporations within the meaning of the 
statute. 

Aet. 228. Association distinguished from partnership. — ^An or- 
ganization, the pa-rtnership interests in which are not transfer- 
able without the consent of the members, is a partnership and 
not an association. Any so-called association or organization not 
taxable under article 9-a of the Tax Law and not exempted under 
such article, will be regarded as a partnership within the meaning 
of the Income Tax Law. The members of such partnerships will 
be required to include in their returns their share of the profits 
of such partnerships, whether distributed or undistributed. Such 
partnerships will be required to file returns in the same manner 
as all other partnerships. 

Aet. 229. Distributive shares of partners — The distributive 

share of the net income of a partnership which a partner is 
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required to include in his return is his proportionate share of the 
net income of the partnership, either (a) for the taxahle year 
upon the basis of which the partner's net income is computed, or 
(b) if the partner's net income is computed upon the basis of a 
taxable year different from that upon the basis of which the net 
income of the partnership is computed, for the taxable year of the 
partnership ending within the taxable year upon the basis of 
which the partner's net income is computed. Amounts earned 
and distributed to a partner by a partnership after the end of 
its taxable year and before the end of his corresponding taxable 
year should be accounted for both by the partnership and by the 
partners in their returns for their next succeeding taxable years. 

Art. 230. Partnership returns — Every partnership deriving 
income (a) from property owned within the State of New York, 
or (b) from a business, trade, profession or occupation carried on 
within the State of New York must make a return of income, 
regardless of the amount of its gross or net income and regardless 
of the residence of the partners. The return shall be on Form 204 
and shall be sworn to by one of the partners. If the partnesrship 
(a) has a nonresident member, and (b) carries on business (as 
"business carried on" is defined in article 415) both within 
and without the State of New York, its return shall be accom- 
panied by a schedule of apportionment on Form 2'04:a. Such 
return ^hall be made for the fiscal year of the partnership, that is, 
for its annual accounting period (fiscal year or calendar year as 
the case may be) , irrespective of the taxable years of the partners. 
(Tax Law, section 368.) If the partnership makes any change 
in its accounting period it shall make its return in accordance 
with the provisions of the Tax Law, section 370, and article 529. 

Aet. 231. Contents of partnership return — The retam of a 
jfertnership shall state specifically (a) the items of. its gross 
income enumerated in section 359 of the Tax Law; (b) the 
deductions enumerated in section 360 other than the deductions 
provided in paragraph 10 of that section; (c) the names and 
addresses of the individuals who would be entitled to share in 
the net income of the partnership if distributed; (d) the amount 
of the distributive share of such net income of each such indi- 
vidual; and (e) such other facts as are required by Form 204. 
{See also Tax Law, section 371, and a/rticles 5Ji.1-54j^.) 
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Art. 232. Taxation of partners in partnership with fiscal year 
ending in 1919.— If the fiscal year of a partnership began in the 
calendar year 1918 and ended in the calendar year 1919, the tax 
for the calendar year 1919 appliesi to the amount of each part- 
ner's distributive share of such net income of the partnership 
attributable to the calendar year 1919. The amount of each 
partner's distributive share of the net income of the partnership 
for such fiscal year attributable to the calendar year 1919 is 
found by determining the net income of the partnership for its 
entire fiscal year in accordance with the lav? and the distributive 
share thereof of each partner, and then taking such proportion 
of that distributive share as the part of the fiscal year falling 
within the calendar year 1919 bears to the full fiscal year. (Tax 
Law J section S6Jt, and article 527.) 

Aet. 233. Charitable contributions by partnerships In com- 
puting the net income of partnerships, charitable contributions 
may not be deducted. Each partner may, however, take as a 
deduction on his personal return his proportionate share of the 
charitable contributions made by the partnership, subject to the 
limitations contained in article 201. 



ESTATES AND TRUSTS 

AsT. 240. Fiduciary. — " Fiduciary " is a term which applies 
to all persons that occupy positions of peculiar confidence and 
trust toward others, such as guardians, trustees, executors, admin- 
istrators, receivers, conservators or any other person, whether 
individual or corporate, acting in any fiduciary capacity for any 
person, trust or estate. A committee of the property of an in- 
competent person is a fiduciary. {Tax Law, section 365.) 

Aet. 241. Fiduciary distinguished from agent — There may he 
a fiduciary relationship between an agent and a principal, hut 
the word "agent" does not denote a fiduciary. A fiduciary 
relationship cannot be created by a power of attorney. An agent 
having entire charge of property, with authority to effect and 
execute leases with tenants entirely on his own responsibility and 
without consulting his principal, merely turning over the net 
profits from the property periodically to his principal by virtue 
of authority conferred upon him by a power of attorney, is not 
a fiduciary within the meaning of the statute. In cases where 
no legal trust has been created in the estate controlled by the 
agent and attorney the liability to make a return rests with the 
principal. 

Aet. 242. Classification of income of estates and trusts. — For 
the purpose of the income tax, income of estates and trusts may 
be divided into two classes: 

First. — Income, the tax upon which is imposed upon the estate 
or trust and the tax paid by the fiduciary, consisting of 

(a) Income received by estates of deceased persons during the 
period of administration or settlement except as provided in " f " 
below; 

(h) Income accumulated in trust for the benefit of unborn or 
unascertained persons or persons with contingent intsrests; 

(c) Income held in trust for future distribution under the 
terms of the will or tnist. 

Second. — Income, the tax upon which is imposed upon and 
paid by the beneficiaries, consisting of 

(d) Income which is to be distributed to beneficiaries periodi- 
cally whether or not at stated intervals ; 
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(e) Income collected by the guardian of an infant to be held 
or distributed as the court may direct; 

(f ) Income of the estate of any deceased person which during 
the period of administration or settlement is properly paid or 
credited to any legatee, heir or other beneficiary. 

Aet. 243. Resident and nonresident estates and trusts distin- 
guished — For the purpose of the income tax estates and trusts 
are (a) resident estates and trusts or (b) nonresident estates and 
trusts. If the decedent was at the time of his death a resident 
of New York State, his estate isl a resident estate and any trust 
created by his will is a resident trust. If the decedent was at the 
time of his death a nonresident, his estate is a nonresident estate 
and any trust created by his will is a nonresident trust. If the 
creator of a trust was at the time the trust was created a resident 
of I^ew York State, the trust is a resident trust. Conversely, 
if the creator of a trust was at the time the trust was created a 
nonresident of the State, the trust is a nonresident trust. The 
residence or situs of the fiduciary does not in any sense control in 
the classification of estates and trusts as resident or nonresident. 

Aet. 244. Income of estates and trusts taxed to fiduciary In 

the case of estates or trusts falling within subdivisions a, b and c 
of article 242, the fiduciary is required to make return on 
Form 20O or 201 as prescribed in article 246 and pay the tax 
on the taxable income of such estate or trust. The imposition of 
the tax is not aifeoted by the fact that an ultimate beneficiary 
may be a person not subject to tax. Where under the terms 
of the will or deed, the trustee may in his discretion distribute 
the income or accumulate it, the amount actually distributed is 
tax;able to the beneficiaries and only the amount accumulated is 
taxable to the fiduciary. 

A statutory allowance paid a widow out of the corpus of the 
estate is not deductible from gross income. As an intestate's 
real estate does not pass to his administrator, upon a sale by the 
heirs, whether before or after settlement of the estate, each heir 
is taxed individually on any profit derived. If such an estate 
or trust is a resident as defined in article 243 its income from all 
sources both within and without the State is taxable. If the 
estate or trust is a nonresident as defined in article 243, only its 
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income from sources within the State (exclusive of axmuities, 
interest on baoik deposits, interest on bonds, notes or other 
interest-bearing obligations or dividends from corporations, ex- 
cept to the extent to which the same shall be a part of income of 
any business, trade, profession or occupation carried on in this 
State subject to taxation) is taxable. In the ease of a resident 
estate or trust taxed as provided in this article, a personal exemp- 
tion of $1,000 is allowed against income subject to tax. If the 
estate or trust is a nonresident, no personal exemption is allowed. 
Aet. 245. Income of estates and trusts taxed to beneficiaries. — 
In the case of estates and trusts falling within subdivisions d, e 
and f of article 242, the fiduciary is required to make a return 
on Form 205 as prescribed in article 246. The fiduciary is not 
required to pay any tax, the income being taxable directly to the 
beneficiary or beneficiaries. Each beneficiary must include in 
his return his distributive share whether distributed or not, of 
the net income of the estate or trust for the taxable year, or, if 
his net income for such taxable year is computed upon the basis 
of a period different from that upon the basis of which the net in- 
come of the estate or trust is computed, then his distributive share 
of the net income of the estate or trust for any accounting period of 
such estate or trust ending within the fiscal or calendar year upon 
the basis of which such beneficiary's net income is computed. For 
the purpose of the imposition and collection of taxes under this 
article the residence of the beneficiary is controlling. A resident 
beneficiary is taxable on the income of an estate or trust regard- 
less of whether such income is derived from sources within or 
without the State and without consideration as to whether or 
not the estate or trust is a resident or nonresident estate or trust. 
A nonresident beneficiary is taxable only on such part of his 
income from the estate or trust as arises from sources within the 
State of New York (exclusive of annuities, interest on bank 
deposits, interest on bonds, notes or other interest-bearing obliga- 
tions or dividends from corporations, except to the extent to 
which the same shall be a part of income from any business, 
trade, profession or occupation carried on in this State subject 
to taxation). The regulations governing partnerships are gen- 
erally applicable to such an estate or trust. 
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Art. 246. Fiduciary returns — Every fiduciary or at least one 
of joint fiduciaries (except receivers appointed by authority of 
law, in possession of part only of the property of the taxpayer) 
is required to make a return of income of the estate or trust for 
which he acts (either (1) a tax return or (2) an information 
return) as follows : 

1. TAX RETURN S — 

A. The fiduciary of every resident trust or estate must make a 
tax return on Form 200 or 201 and pay the tax on the tax- 
able income of each estate or trust taxed as an entity having 
a net income of $1,000 or over during the taxable year in the 
case of : 

(a) Income received by estates of deceased persons during 
the period of administration or settlement ; 

(b) Income accumulated in trust for the benefit of unborn 
or unascertained persons or persons with contingent 
interests ; 

(c) Income held for future distribution under the terms 
of a will or trust. 

In (a) the fiduciary is entitled to deduct the amount of income 
properly paid or credited to any beneficiary. 

The fiduciary of a resident estate or trust is entitled to the per- 
sonal exemption of $1,000 in ascertaining the tax liability of the 
estate or trust. 

B. The fiduciary of every nonresident estate or trust must 
make a tax return on Form 200a or 201a and pay the tax on 
the taxable income of each estate or trust taxed as an entity 
having taxable income of $1,000 or over during the taxable 
year from sources within the State of New York, as defined 
in article 401, in the case of: 

(a) Income received by estates of deceased persons during 
the period of administration or settlement; 

(b) Income accumulated in trust for the benefit of unborn 
or unascertained persons or persons with contingent 
interests ; 

(c) Income held for future distribution tmder the terms 
of a will or trust. 

In (a) the fiduciary is entitled to deduct the amount of income 
properly paid or credited to any beneficiary. 

In the absence of any specific allocation of income under the 
will or deed of trust, every distribution shall be deemed to apply 
ratably to taxable and non-taxable income of the estate or trust. 
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The fiduciary of a nonresident estate or trust is not entitled to 
any personal exemption whatever on account of the estate or trust. 

2. INFORMATION RETURNS — 

The fiduciary of every estate or trust (resident or nonresident) 
must make an information return on Form 205 if any beneficiary 
receives or is entitled to a distributive share of taxable income of 
$1,000 or over during the taxable year in the following cases : 

(a) Income which is to be distributed to beneficiaries 

periodically, whether or not at stated intervals ; 

(b) Income collected ^by the guardian of an infant, to 

be held or distributed as the court may direct ; 

(c) Income of the estate of any deceased person, which 

during the period of administration or settlement, 
is properly paid or credited to any legatee, heir 
or other beneficiary. 

In the absence of any specific allocation of income, under the 
wiU or deed of trust, every distribution shall be deemed to apply 
ratably to taxable and non-taxable income of the estate or trust 
and the beneficiary must be guided by the same allocation. 

'No tax is to be paid by the fiduciaries on these returns as the 
income is taxable to the beneficiaries, but there shall be included 
in computing the net income of each beneficiary his distributive 
share, whether distributed or not, of the net income of the estate 
or trust for the taxable year. 

If the estate or trust (a) has a nonresident beneficiary and 
(b) carries on business (as " business carried on " is defined in 
article 415) both within and without the State of New York, the 
fiduciary shall accompany his return with a schedule of appor- 
tionment on Form 205a. 

Art. 247. Tax returns for beneficiaries Every fiduciary 

must make a return of income on Form 200 or 201 for every 
individual whose entire income is in charge of such fiduciary, if 
such individual is a resident and his net income is $2,000 or over, 
if living with hiisband or wife, or $1,000 or over in other cases. 
If such individual is a nonresident, the fiduciary must make a 
return of the income of such individual on Form 200a or 201a, 
regardless of the amount of his taxable income. In such cases, 
the fiduciary must pay the tax shown by the return to be due. 

Aet. 248. Return by guardian or committee A fiduciary act- 
ing as the guardian of a resident minor having a net income of 
$1,000 or $2,000, according to the marital status of such person, 
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must make a return for such minor on Form 200' or 201 and pay 
the tax, unless such minor himself makes a return or causes it 
to be made. A fiduciary acting as the committee of a resident 
incompetent person having an income of $1,000 or $2,000, ac- 
cordmg to the marital status of such person, must make a return 
for such incompetent on Form 200 or 201 and pay the tax. Such 
return must be made on Form 200-a or 201-a in the case of a 
nonresident minor or nonresident incompetent, regardless of the 
amount of the taxable income. 

Aet. 249. Keturns where more than one trust In the case of 

two or more trusts the income of which is taxable to the bene- 
ficiaries, which were created by the same person and are in 
charge of the same trustee, the trustee may at his option make 
a single return on Form 205 for all such trusts, notwithstanding 
that they may arise from different instruments. When, however, 
a trustee holds tnists created by different persons for the benefit 
of the same beneficiary he shall make a return on Form 205 for 
each trust separately. 

Aet. 250. Return by receiver — ^A receiver who stands in the 
stead of an individual must render a return of income on 
Form 200 or 201 and pay the tax for his trust, but a receiver of 
only part of the property of an individual need not do so. A 
receiver in charge of the business of a partnership shall render 
a return on Form 204. A receiver appointed to hold and operate 
a mortgaged parcel of real estate, to whom rents and profits are 
paid, but who is not in control of all the property or business of 
the mortgagor, and a receiver in partition proceedings, are not 
required to render returns of income. In general statutory re- 
ceivers and common law receivers of all the property or business 
of an individual must make returns. (See also Tax Law, section 
366, and article ^47.) 

Aet. 251. Computation of income of estates and trusts The 

net income of an estate or trust shall be computed in the same 
manner and on the same basis as the net income of an individual, 
except that there shall also be allowed as a deduction from the 
gross income any part of it which during the taxable year is, 
pursuant to the will or trust deed, paid to or permanently set 
aside for the United States, a State, a Territory or any political 
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subdivision thereof, the District of Columbia, or any corporation 
or association organized and operated exclusively for religious, 
charitable, scientific or educational purposes or for the prevention 
of cruelty to children or animals, no part of the net earnings of 
which inures to the benefit of any private stockholder or indi- 
vidual. The gross income of a revocable trust must be included 
in the gross income of the grantor. No taxable income is 
realized from the passage of property to the executor or admin- 
istrator on the death of the decedent, even though it may have 
appreciated in value since the decedent acquired it. In the event 
of delivery of property in kind to a legatee or distributee, no 
income is realized. Where, however, the executor sells property 
of the estate for more than its fair market value at the death of 
the decedent, (or on January 1, 1919, if the decedent's death 
occurred prior thereto) the excess is taxable income. {See 
article 252.) 

Aet. 252. Losses and gains from the sales by fiduciaries of prop- 
erty included in the original trust or estate The profit or loss 

from the sale or other disposition of property included in the 
original trust or estate is the difference between the sales price 
and the fair market value of the property at the time of 
decedent's death or at the date of the creation of the trust, unless 
the decedent's death occurred or the trust was created prior to 
January 1, 1919, in which case the fair market value upon that 
date is the basis for determining loss or gain. Profit derived 
from the sale or other disposal of assets of estates or trusts even 
though considered as a capital asset of the trust or estate, is 
taxable income, and taxable to the beneficiaries, if paid or 
credited to them, or to the estate or trust as an entity, if not so 
paid or credited; likewise, losses from the sale of capital assets 
are allowable deductions from the gross income of the estate or 
trust. 

Aet. 253. Decedent's estate during administration The 

"period of administration or settlement of the estate" is the 
period required by the executor or administrator to perform the 
ordinary duties pertaining to administration, in particular the 
collection of assets and the payment of debts and legacies. It is 
the time actually required for this purpose, whether longer or 
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shorter than the period specified in the local statute for the settle- 
ment of estates. Where an executor, who is also named as 
trustee, fails to ohtain his discharge as executor, the period of 
administration continues up to the time when the duties of admin- 
istration are complete and he actually assumes his duties as 
trustee, whether pursuant to an order of the court or not. 

Art. 254'. Deductions allowed estates and trusts.— Distinction 
is made between (1) expenses which are charges against the 
corpus of an estate or trust and (2) expenses which are incident 
to the business management of the estate or trust. Items falling 
under (1) are not proper deductions in computing net income, 
whereas items which fall under (2) are proper deductions in 
computing net income. 

In accordance with the foregoing, executor's commissions, 
court costs and attorney's fees in connection with the settlement 
of an estate or the creation of a trust which are directly charge- 
able to the corpus of the estate or trust, are not proper deductions 
in determining net income. Likewise, expenses incurred by a 
fiduciary in litigation to sustain a will are not proper deductions 
in determining net income. On the other hand, if trustees' com- 
missions are deducted from the income of the estate or trust dis- 
tributable among the beneficiaries, the amount of such commis- 
sion should be entered as legitimate and necessary expenses prop- 
erly deductible by the fiduciary for income tax purposes. 

Expenses necessary to carrying on the business of the trust 
or estate by the fiduciary are deductible in the same manner as 
similar expenses of an individual; likewise interest, taxes, losses, 
depreciation and depletion are subject to the same rules relating 
to these deductible items as apply to individuals. 

Aet. 255. liability for payment of the tax — ^ Liability for pay- 
ment of the tax attaches to the person of an executor of admin- 
istrator up to and after his discharge, where prior to distribution 
and discharge he had notice of his tax obligation or failed to 
exercise due diligence in determining whether or not such obliga- 
tion existed. Liability for the tax also follows the estate itself, 
and when by reason of the distribution of the estate and the dis- 
charge of the executor or administrator it appears that collection 
of the tax cannot be made from the executor or administrator, 
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the legatees or distributees must account for their proportionate 
share of the tax due and unpaid. The same considerations apply 
to other trusts. Where the tax has been paid on the net income 
of an estate or trust by the fiduciary, such income is free from 
tax when distributed to the beneficiaries. 



WITHHOLDING AT SOURCE 

Art. 261. Deducting and withholding tax at source Under the 

opinion of the Attorney-General (Income Tax Letter No. 1, 
May 29, 1919), deducting and withholding is required of one 
per cent (1%) on the first $10,000 and of two per cent (2%) 
on all sums in excess of $10,000 from all salaries, wages, com- 
missions, gratuities, emoluments, perquisites and other fixed and 
determinable annual or periodical compensation earned for per- 
sonal services in a business, trade, profession or occupation car- 
ried on within the State, if the aggregate amount thereof in any 
calendar year on account of any individual equals or exceeds 
$1,000, unless there shall be filed with the withholding agent a 
certificate of residence, on Form 101, to the effect that the 
recipient is a resident of the State and setting forth his residence 
address within the State. 

Aet. 262. Deducting and withholding in 1919 — Withholding 
agents shall deduct and withhold, as set forth in article 261, in 
respect of personal service compensation paid or credited to the 
payee at any time on or after January 1, 1919, except that if 
the employee left the service of the withholding agent prior to 
May 14, 1919 (the date of the enactment of chapter 627 of the 
Laws of 1919), and was fully paid prior to that date, no duty or 
obligation in respect to such payments rests on the withholding 
agent, unless the status of employer and employee is again created 
during 1919 and further payments of compensation for personal 
services are made or credited in 1919. In other words, the pro- 
visions for deducting and withholding are effective from Janu- 
ary 1, 1919, except as stated in this article. 

Aet. 263. Fixed or determinable annual or periodical income — 
Only income earned for personal services is subject to deducting 
and withholding. The statute specifies that every withholding 
agent shall deduct from all salaries, wages, commissions, gratui- 
ties, emoluments and perquisites. But other kinds of personal 
service income may be included if fixed or determinable, annual 
or periodical. Income is fixed when it is to be paid in amounts 
definitely predetermined. It is determinable whenever there is 
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a basis of calculation by wbicb the amotmt to be paid may he 
ascertained. The income need not be paid annually or at an 
annual rate. It may be paid periodically. The word " period- 
ical" is used in opposition to "annual" and means from time to 
time, whether or not at regular intervals. That the length of 
time during which the payments are to be made may be increased 
or diminished in accordance with someone's will or with the 
happening of an event, does not mate the payments any the less 
determinable or periodical. 

The following shall be deemed to be fixed and determinable 
annual or periodical compensation within the meaning of sec- 
tion 360 of the Tax Law: 

Any payment made by way of salary, wage, commission, 
gratuity, emolument, perquisite or otherwise for personal services 
rendered, if the amount thereof shall be 

(a) determined prior to, concurrent with or subsequent 
to the rendering of the service, and is 

(b) based on personal services rendered by the hour, week, 
month, year or other period of time, 

whether such personal service consists of 

(c) the performance of specified or unspecified duties, or of 

(d) work done on or in connection with one or more of 
certain articles or parts thereof; 

irrespective of whether payment be made 

(e) in cash, 

(f) in board or lodging, or both, 

(g) in the stock of a corporation, 

(h) by promissory note or other obligation, or 
(i) in property, service or otherwise. 

If payment shall be made otherwise than in cash, it shall be 
considered and treated as payment in cash to the fair market 
value (determinable usually by understanding or agreement 
existing between the payor and the payee) of such medium, other 
than cash, as may be employed. 

Fees for professional services are not subject to withholding 
unless contracted for or paid on an annual or periodical basis. 

Art. 264. Year, for purposes of deducting and withholding 

Deducting and withholding of personal service compensation by 
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withliolding agents shall be on the basis of a calendar year, irre^ 
spective of the basis of reporting adopted by the payee-taxpayer. 
Personal service compensation shall be deemed to have been paid 
by the withholding agent and received by the payee-taxpayer only 
if and to the extent actually paid or credited to the payee and thus 
made reducible to possession by him. Commissions and all other 
forms of personal service compensation determined and paid or 
credited to a payee-taxpayer after the close of a calendar year, 
shall, for the purpose of deducting and withholding the tax and 
of returning information with respect thereto, be treated as pay- 
ments made in the calendar year when paid or credited, but for 
such purposes only. The approved method of accounting 
employed by the payee-taxpayer shall govern in so far as he 
may be called upon to account for such payments for income tax 
purposes. 

Aet. 265. Income not subject to deducting and withholding 

Deducting and withholding from income is not required in the 
following cases: 

(a) In respect of personal service compensation income when 

there shall have been filed with the withholding agent 
a resident's certificate on Form 101, to the effect that 
the person receiving the compensation is a resident of 
this State and setting forth his residence address within 
the State. 

(b) If of a character other than compensation for personal 

services. 

(c) Where the personal services are rendered entirely without 

the State, by a nonresident, whether payment be made 
from within or without the State, irrespective of the 
status of the withholding agent. The occasional entry 
into the State of a nonresident employee who performs 
the duties for which he is employed entirely without 
the State, but enters the State for the purpose of report- 
ing, receiving instructions, accounting, etc., incidental 
to his duties without the State, shall not be deemed to 
take such employee out of the class of those rendering 
their services entirely without the State. 
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(d) Where the personal services are rendered within the State, 
if rendered for, and delivery of payment is made with- 
out the State hy, a nonresident individual or partnership 
having no oflBce or place of business or paying agent 
within the State, or a foreign corporation that (1) is 
not registered in 'New York and (2) has no office or 
place of business or paying agent within the State. 
(ISTothing in subparagraph "d" shall be construed to 
relieve the recipient from liability to make return and 
pay the tax on such income.) 
Art. 266. (E'evised.) Income of a nonresident for services per- 
formed partly within and partly without the State. — In case a 
nonresident receives compensation for personal services rendered 
or performed partly within and partly without the State, the wilfh- 
holding agent shall deduct and withhold on that portion of the 
compensation which is earned within the State of "New Tork in 
accordance with the following rules of apportionment: 

(a) If the nonresident is a salesman, drummer, agent or other 

employee through whose services receipts or remunera- 
tion inure directly to the employer, the deducting and 
withholding shall attach to the portion of the entire 
salary which the volume of business transacted by the 
employee within the State of New York bears to the 
total volume of business transacted within and without 
the iState by such employee. 

(b) If the nature of the employment of the nonresident is 

such that receipts or remuneration for services rendered 
do not inure directly to the employer, as in the case of 
clerks, bookkeepers, laborers or other like classes of 
employees, the deducting and withholding shall attach 
to the portion of the personal service compensation in- 
come of such employee which the time employed within 
the State bears to the time employed both within and 
without the State. 
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(c) If it is not possible to apportion the income as above pro- 
vided, because of the peculiarities of the service of the 
employee, the apportionment shall be made in accord- 
ance with the facts and the tax deducted and w^ithheld 
accordingly. In such a case a full statement of the facts 
shall be made to the Comptroller. 

Aet. 267. Form of residence certificate Form 101 shall be 

used by residents of the State of I^ew York for the purpose of 
claiming the benefit of such residence for income tax purposes. 
Withholding agents shall retain, preserve and keep available for 
examination and inspection by the Comptroller or his authorized 
representative all residence certificates for a period of one year 
next following the close of the calendar year for which such 
certificates shall have been given. Blanks (Form 101) will be 
furnished by the Comptroller on the application of withholding 
agents. Withholding agents may, if they choose to do so, use 
blanks acquired from other sources, provided, however, that the 
form and wording thereof shall comply exactly with Form 101. 

Art. 268. (Revised.) Renewal of residence certificates A 

certificate of residence shall be effective only for the calendar 
year in which it isl filed. ISTew certificates shall be required by 
withholding agents for each succeeding calendar year. 

Art. 269. Deducting and withholding where residence is estab- 
lished. — ^When a withholding agent shall have deducted and with- 
held from the personal service compensation of an employee and 
such employee shall thereafter, before return of the amount so 
withheld is made by the withholding agent but not later than 
March 15 in the year following, file with the withholding agent 
a residence certificate on Form 101, the withholding agent shall 
thereupon pay over to the employee the entire amount of income 
so deducted and withheld for such calendar year. 

Art. 270. Eetum of tax withheld — Every withholding agent 
shall, for each calendar year, on or before March 15 next fol- 
lowing, make a verified return to the New York State Income 
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Tax Bureau of all sums deducted and withlield from the personal 
service compensation of employees during that calendar year, in 
accordance with articles 261 and 262. The return shall be made 
on Form 103, accompanied by separate reports, one for each indi- 
vidual, on Form 102. There shall be reported on such reports 
the items of information therein called for. The aggregate 
amount of tax shovm to be withheld by the return on Form 103 
shall accompany the return. 
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Aet. 281. Who shall make returns of information The follow- 
ing shall make returns of information to the JSTew York State 
Income Tax Bureau, Albany, JST. Y. Every 

(a) resident of the State, 

(b) officer and employee of the State, 

(c) officer and employee of a municipal corporation or political 

subdivision of the State, 

(d) domestic corporation, 

(e) foreign corporation registered within the State, 

(f) individual, corporation, association and partnership main- 

taining an office or place of business within the State, 
whether or not a paying agency be maintained within 
the State, 

making payment to a taxpayer of fixed or determinable taxable 

income of $1,000 or more in a calendar year. 

Aet. 282. Return of information where no actual withholding. 
— Returns of information shall be made for the calendar year and 
shall be filed with the New York State Income Tax Bureau, 
Albany, N. Y., on or before March 15 next following. The 
return shall be made on Form 105. The return or returns of 
information shall be accompanied by a verified letter of trans- 
mittal on Form 106. There shall be reported on such forms the 
items of information therein called for. Whether the recipient 
is single, married or the head of a family, is to be stated if pos- 
sible. Where no present address is available, the last known post- 
office address must be given. 

Aet. 283. No return of information where there has been actual 
withholding — No return or report shall be made on Forms 105 
and 106, of payments of personal service compensation, where 
there has been actual withholding and report made thereof on 
Forms 102 and 103 as provided in article 270. 

Art. 284. Return of information for payments in 1919. — Returns 
of information for the calendar year 1919 shall include all pay- 
ments made during that year, the Income Tax Law being retro- 
active in this regard to January 1, 1919. 

[79] 
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Aet. 285. What is included in calculating $1,000 for the purpose 

of reporting information Returns of information are required 

of all amounts paid or credited to the same payee by one payor 
(except as provided in article 289) if they aggregate $1,000 or 
more during the calendar year, irrespective of the basis of report- 
ing by the payee or by the payor. The necessity of reporting is 
not limited to payments of income of a single kind equalling or 
exceeding $1,000, but information returns are required if the 
aggregate payments of income of all kinds, of which returns 
of information are generally required, equal or exceed $1,000. 
For example, if a payor pays to a payee $600 for personal services, 
$250 for rent and $150 for interest, he is required to report the 
payments on Form 105, the aggregate of these sums equalling 
$1,000. 

Aet. 286. Returns of information as to payments for personal 
service — Payments for personal service, equalling or exceeding 
$1,000 for the calendar year, whether such total sum is made 
up of wages, salaries, commissions or any other compensation, 
however paid, must be reported. Heads of branch offices and 
subcontractors employing labor, who keep the only complete 
record of payments therefor, should file returns of information 
in regard to such payments directly with the Income Tax Bureau. 
When both main office and branch office have adequate records 
the return should be filed by the main office. In the case of an 
employer having a large number of employees who are moved 
from place to place as the exigencies of the service require, and 
who has no complete record of annual payments to them at any 
one place, the average monthly compensation of two representa- 
tive months may be taken to establish a fair monthly wage and, 
unless the yearly payment based on this estimate in the case of 
an employee amounts to $1,000 or more, no return of informa- 
tion respecting such payments is required. 

Aet. 287. Return of information as to payments of interest on 
registered bonds — Every (a) domestic corporation and (b) regis- 
tered foreign corporation, making payment to a resident of the 
State, of interest on registered bonds or other obligations, shall 
make returns of information thereon if the amount, either of 
itself or in connection with other payments of income to the same 
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payee, equals or exceeds $1,000 in a calendar year. Any such 
corporation may make returns through its fiscal or paying agent. 
In case the payee is known to be a nonresident of the State no 
return need be made in respect of him. If the residence of 
the payee is not known to the corporation or its fiscal or paying 
agent, it need report only such payments as are made to payees 
with registered addi-esses within the State. 

Fiscal or other paying agents of (a) States, (b) municipal 
corporations or political subdivisions of States, (c) foreign gov- 
ernments, or (d) unregistered foreign corporations, are not re- 
quired to make returns of interest payments. 

Aet. 288. Return of information as to payment of dividends. — 
When directed by the State Comptroller, either specially or by 
general regulation, every domestic or registered foreign corpora- 
tion shall render a return of its payments of dividends and distri- 
butions to resident stockholders, if the amount paid or distributed 
equals or exceeds $1,000 in a calendar year, for such period as 
may be specified, stating the name and address of each stock- 
holder, the number and class of shares owned by him and the 
date and amount of each dividend paid him. If the residence of 
the payee is not known to the corporation, or its fiscal or paying 
agent, it need report only such payments as are made to payees 
with registered addresses within the State. 

Art. 289. Payments of which no return of information is 
required — Payments of the following classes need not be reported 
on returns of information : 

(a) Dividends (see article 288), 

(b) Interest coupons payable to bearer (see article 287 for 

reports of payments of interest on registered bonds), 

(c) Income exempt from taxation under section 359, subdi- 

vision 2, of the Tax Law, 

(d) Bills paid for merchandise, telegrams, telephone, freight, 

storage and similar charges, 

(e) To employees for board and lodging while traveling in the 

course of their employment, 

(f) Annuities representing the return of capital, 

(g) Of rent, made to real estate agents (but the agent must 

report payments to the landlord if they equal or exceed 
$1,000 annually), 
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(h) To nonresident employees, for services rendered entirely 
without the State, 

(i) To nonresidents, of annuities, including pensions, interest 
on bank deposits, interest on bonds or other interest- 
bearing obligations or dividends, 

(j) Fees for professional services, except retainers on an 
annual or periodical basis, 

(k) To corporations, to partnerships and fiduciaries, and dis- 
tributions by partnerships to partners and by fiduciaries 
to beneficiaries. 

Art. 290. Information as to actual owner. — When the person 
receiving a payment or credit, with respect to which information 
at the source is required, is not the actual owner of the income 
received, the name and address of the actual owner shall be fur^ 
nished upon demand of the State Comptroller, and in default of 
a compliance with such demand, the payee becomes liable to the 
penalties provided. {See subdivision 1, section 376, of the 
statute.) 



NONRESIDENT SECTION 

TAX ON NONRESIDENTS 

Aet. 401. Tax on nonresidents In the case of a nonresident, 

the tax is imposed upon his entire net income from sources within 
the State; that is, (a) from all property owned and (h) from every 
business, trade, profession or occupation carried on in the State 
of New York. It is not imposed upon income arising from 
annuities, interest on bank deposits, interest on bonds, notes or 
other interest-bearing obligations or dividends from corporations, 
except to the extent to which the same shall be a part of the tax- 
able income from any business, trade, profession or occupation 
carried on in. this State. (Tax Law, sections 351 and 359.) 
(See article 415.) 

GROSS INCOME DEFINED 

Aet. 411. Gross income — With respect to every business, trade, 
profession or occupation carried on within the State of New York 
by a nonresident, the gross income therefrom is determined in the 
same manner as in the case of a resident, and includes and 
excludes the same elements. The articles in. the resident section 
of these regulations under the titles of " Gross Income Defined : 
Inclusions," "Gross Income Defined: Exclusions" and "Gross 
Income Defined: Basis for Determining Gain or Loss," apply 
equally to nonresidents except as stated in the following articles, 
412 to 419. A nonresident member of a partnership is taxable 
on his distributive share of that portion of the partnership profits 
which is derived from sources within the State. With respect 
to the apportionment of the income of a nonresident (or a part- 
nership with a nonresident member) derived from sources both 
within and without the State, see articles 451-470: 

Aet. 412. Compensation for personal services The gross 

income of a nonresident (not engaged in the practice of a trade, 
profession or occupation on his own account, but employed and 
receiving compensation for his services) includes compensation 
for personal services only if, and to the extent that, the services 
were rendered within the State 'of New York. Compensation 
for personal services rendered by a nonresident wholly without 
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the State is excluded from gross income regardless of the fact that 
payment may be made from a point within the State or that the 
employer is a resident individual, partnership or corporation. 
See articles 451 and 452 for apportionment of compensation for 
services rendered by a nonresident partly within and partly with- 
out the State. 

Aet. 413. Pensions received When received by a nonresident, 

a pension of any kind is not taxable income as it is an annuity 
and, therefore, exempt from taxation against a nonresident. {See 
Tax Law, section 359, subdivision S, and article 41.) 

Akt. 414. Gross income from business — In the case of a non- 
resident (other than one who is employed by another, as dis- 
tinguished from doing business on his own account) gross income 
from a business, trade, profession or occupation is determined in 
the same manner as is the gross income of a resident, from a busi- 
ness, trade, profession or occupation, but includes only income 
from a business, trade, profession or occupation carried on within 
the State of New York. (See article 457.) 

Akt. 415. Definition of "business carried on" within the State. 
— A business, trade, profession or occupation (as distinguished 
from personal service as employee) is carried on within the State 
by a nonresident when he occupies, has, maintains or operates 
desk room, an office, a shop, a store, a warehouse, a factory, 
an agency or other place where his affairs are systematically and 
regularly carried on notwithstanding the occasional consummation 
of isolated transactions without the State. Business is being car- 
ried on if it is here with a fair measure of permanency and con- 
tinuity. Its regularity or continuity need not be for a long 
period ; the life of the business is not a material factor. 

Aet. 416. Sale of stocks, bonds and other securities Gains and 

profits of a nonresident from the sale, exchange or other dispo- 
sition of stocks, bonds and other securities are not ta:^ble and 
should not be included in gross income, except to the extent to 
which the same shall be a part of the income from a business car- 
ried on in the State of New York, even though the sale or other 
disposition thereof may have been made within the State of New 
York or consummated on an exchange located within such State. 
Likewise, losses sustained from the sale, exchange or other dis- 
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position of stocks, bonds and other securities under like con- 
ditions are not deductible, except to the extent that they may be 
losses incurred in, because forming a part of a business carried on 
within the State. 

Aet. 417. Sale of property other than securities Gross income 

of a nonresident shall include all the profits derived from the sale, 
exchange or other disposition of real property located within the 
State of New York. It also includes all the profits derived from 
the sale, exchange or other disposition of personal property (other 
than stocks, bonds or other securities) having an actual situs 
within the State but not forming part of the assets of a business 
carried on within the State. Gross income from the sale, ex- 
change or other disposition of real or personal property is deter- 
mined in the same manner as gross income from similar sales 
by a resident. (See articles 34-39.) 

Aet. 418. Rents and royalties — The gross income of a non- 
resident from rents and royalties includes all rents and royalties 
received from property located within the State of New York 
and excludes all other rents and royalties. Such gross income is 
determined in the same manner as is the gross income of a resi- 
dent from rents and royalties. (See articles 42 and 120.') Rent 
received by a nonresident for property located without the State 
is excluded from gross income regardless of the fact that pay- 
ments may be made from a point vnthin the State by a resident 
individual, partnership or corporation. 

Aet. 419. Interest and dividends — Except to the extent to 
which interest and dividend income shall be part of the taxable 
income from any business, trade, profession or occupation, car- 
ried on within the State of ISTew York, a nonresident shall exclude 
interest and dividends from gross income. 

DEDUCTIONS ALLOWED 

Aet. 431. Allowable deductions. — In general, the deductions 
from gross income allowable to a nonresident are the same as 
allowed to a resident, except that they are allowed only if, and 
to the extent that, they are connected with income arising from 
sources within the State of New York, that is, in connection with 
property ovsmed or with a business, trade, profession or occupation 
carried on within the State. {See article 457.) A taxpayer 
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shall not be entitled to any deductions unless his return discloses 
his total gross income from sources both within and without the 
State to the extent required by the form of return. {Tax Law, 
section 367 ; article USl.) 

Aet. 432. Business expenses Articles 111 to 125, inclusive, 

under the title of " Deductions Allowed : Business Expenses " in 
the resident section, apply equally to a nonresident to the extent 
that the .business expenses are connected with a business, trade, 
profession or occupation carried on within the State of New 
York, but not otherwise. {See articles Jkl5, Jf57 and 4-81.) 

Art. 433. Taxes .Income taxes and taxes and assessments 

for benefits of a kind tending to increase the value of the prop- 
erty assessed, paid or accrued within the taxable year, are not 
deductible. Estate and inheritance taxes are not deductible. 
All other taxes paid or accrued by a nonresident are deductible 
to the extent that they are connected with sources of income 
derived from property owned or a business, trade, profession or 
occupation carried on within the State. (See articles Jf-lS, ^57 
avd Jf81.) 

Aet. 434. Interest — A nonresident is entitled to deduct from 
gross income the proportion of the total interest paid or accrued 
in connection with taxable income from sources within the State 
of New York, which the amount of his gross income, as defined in 
the Tax Law, section 359, and as provided by these regulations, 
from all sources within the State, bears to his total gross income 
from all sources within and without the State. His total gross 
income is his gross income, as defined by the Tax Law, section 359, 
and these regulations, plus his income exempt from taxation, 
including all of his income from sources without the State. {See 
Tax Law, section 367, and article J^Sl.) 

Aet. 435. Losses — A nonresident taxpayer may deduct from 
gross income on account of losses sustained during the taxable 
year and not compensated by insurance or otherwise, as follows: 

(a) If incurred in a trade or business carried on within the 
State. 

(b) If incurred in any transaction within the State entered 
into for profit though not connected with a trade or business, 
but only if and to the extent that, they are connected with 
property located within the State of such a character that the 
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income flowing from, or by virtue of the transaction, if a profit 
had been realized, would have been included in the gross income 
of a nonresident. 

(c) If arising from fire, storm, shipwreck or other casualty 
or from theft, but only if and ,to the extent that, they are con- 
nected with property located within the State of such a character, 
that the income flowing from it, or by virtue of it, if any, would 
be included in the gross income of a nonresident. {See 
article -kSl.) 

APPORTIOIOIENT OF INCOME FEOM SOURCES WITHIN AND 
WITHOUT THE STATE OF NEW YORK 

Aet. 451. Earnings of salesmen — The gross income from com- 
missions and salaries earned by nonresident salesmen, drummers, 
agents or others, through whose services receipts or remuneration 
inure directly to the employer, for services performed or sales 
made within and without the State of jSTew York, includes that 
proportion of the conxmissions and salaries received which the 
volume of business transacted by tsuch employee within the State 
of K'ew York bears to the total volume of business transacted by 
him within and without the State. {See article 266.) Allow- 
able deductions must be apportioned on the same basis. 

Aet. 452. Salaries and wa^es of nonresident employees and 
officers — If the nature of the employment of the nonresident is 
such that receipts or remuneration for services rendered do not 
inure directly to the employer, as in the case of corporate officers, 
clerical employees, laborers or other like classes of employees, 
gross income includes that proportion of the total amount received 
for services which the time employed within the State bears to 
the total time employed both within and without the State of 
New York. {See article 266.) Allowable deductions must be 
apportioned on the same basis. 

Aet. 453. Wages of nonresident seamen — Eesident seamen, 
like all other residents of the State of ISTew York, are taxable on 
their entire net income as defined by the law and these regula- 
tions from whatever sources derived. ISTonresident seamen, 
however, are taxable only on income derived from sources within 
the State of ISTew York. The wage of a nonresident seaman 
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earned on a vessel operating exclusively within the State of I^ew 
York is regarded as income received from sources within the 
State of New York, and as such, is taxable income. The wage 
earned by a nonresident seaman on a ship which is operated 
exclusively between ports of the State of New York and foreign 
ports, or ports of other states is not to be regarded as from sources 
within the State of New York, even though at times the ship 
touches at a port within the State of New York and remains 
there a reasonable time for the transaction of its business. The 
presence within the State of a seaman aboard a ship which enters 
a port for the purpose of foreign or interstate trade is merely 
transitory and the wages earned during that period by a nonresi- 
dent seaman are not taxable. Seamen employed on vessels operat- 
ing between the States of New Jersey and New York within the 
port of New York, are regarded as earning income from sources 
partly within and partly without the State of New York. One- 
half of the compensation earned aboard such a vessel by a non- 
resident is held to be taxable income. Withholding at the source 
applies with respect to all compensation of nonresident seamen, 
which in accordance with this article, constitutes taxable income. 
Art. 454;. Income from vessels — The tax does not apply to 
charter money or freight or passage payments, received by a non- 
resident owner or lessee in regard to a vessel which is operated 
exclusively between ports of the State of New York and foreign 
ports, or ports of other states, if the person receiving the income 
maintains no regular agency in the State of New York and is 
not carrying on business in the State of New York. (iS^ee article 

Art. 455. Business carried on wholly within the State The 

entire net income of a nonresident from a business, trade, pro- 
fession or occupation, carried on within the State (as "business 
carried on" is defined in article 415), and not carried on else- 
where, as so defined, is income from a source within the State of 
New York and taxable as such. 

This is so, even though the nonresident or his representatives 
travel without the State for the purposes of the trade or business. 
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that is for tlie purpose of buying, selling, financing or performing 
any duties in connection with the business, and even though sales 
may be made to, or services performed for, or on behalf of, per- 
sons or corporations located without the State. 

Aet. 456. Business carried on wholly without the State No 

part of the net income of a nonresident from a business, trade, 
profession, or occupation, carried on without the State of New 
York, (as "business carried on" is defined in article 415,) and 
not carried on as so defined within this State, is taxable. 

This is so, even though the nonresident or his representatives 
may enter the State for the purpose of buying, selling, financing, 
or performing any other duty in connection with the business ; and 
even though sales may be made to, or services performed for, or on 
behalf of, persons or corporations located within the State. 

Aet. 457. Apportionment of business income from business car- 
ried on both within and without the State If a nonresident, or a 

partnership with a nonresident member, carries on business, (as 
business carried on" is defined in article 415,) both within and 
without the State, the net business income therefrom must be 
apportioned so as to allocate to the State of New York a propor- 
tion of such income on a fair and equitable basis, in accordance 
with approved methods of accounting. 

If the books of the taxpayer are so kept as regularly to disclose 
the proportion of his business income, which is earned from 
sources within the State, the return of the taxpayer shall disclose 
both the total income, and the part apportioned to the State of 
New York, and the basis upon which such apportionment is made. 
If such basis is approved by the Comptroller, the return will be 
accepted. 

If the books of the taxpayer do not disclose the proportion of 
his net income from sources within the State of New York, his 
return, or if the basis of apportionment used by him shall not 
be approved by the Comptroller, his amended return shall disclose 
his net income from business both within and without the State, 
and the tax will be calculated and collected upon the portion of 
his total net income from business which the aggregate of the 
New Yoek State factoes bears to the aggregate of the total 
PACTOBS as herein defined. 
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The "New Toek State factoks" include the following: 

(1) The average of the value of his real property and tangible 
personal property within the State, (a) at the beginning of the 
taxable year and (b) at the end of the taxable year, but only of 
property connected with the business. 

(2) The total wages, salaries, and other personal service com- 
pensation paid during the taxable year to employees in connection 
with the business carried on (as defined in article 415) within the 
State. 

(3) The gross sales or charges for services performed, by or 
through an agency (of the kind enumerated in article 415) located 
within the State. The sales or charges to be allocated to New 
York shall include all sales negotiated or consummated by sales- 
men, or services performed by other representatives, attached 
to or sent from offices, or other agencies, situated within the State 
of New York. 

The " TOTAL FACTORS " include the following : 

(1) The average of the value of all his real property and 
tangible personal property (a) at the beginning of the taxable 
year, and (b) at the end of the taxable year, both within and 
•without the State, but only of property connected with the 
business. 

(2) The total wages, salaries, and other personal service com- 
pensation paid by him during the taxable year, to employees con- 
nected with the business, whether within or without the State. 

(3) The gross sales, or charges for services performed, whether 
within or without the State. 

" Business Income " as used in this article excludes profits (or 
losses) from the sale, exchange or other disposition of real prop- 
erty, and income from rents and royalties, income from these 
sources being taxable only if the property from which the income 
was derived was located within the State of New York, and in 
such case the entire net income from these sources is taxable. 
{8ee articles J/.!? and Jil8.) 

Aet. 4V0. Alternative basis of apportionment The provisions 

of articles 451 to 470 dealing with the apportionment of income 
of nonresidents earned from sources both within and without the 
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State of New York are designed to allocate to the State of New 
York on a fair and equitable basis a proportion of such income 
earned from sources both within and without the State. Any 
nonresident may submit aa alternative basis of apportionment 
with respect to his own income and explain that basis in full in 
his return. If approved by the Ct)mptroller, that method will 
be accepted instead and in place of the one herein prescribed. 

AIIOWANCE OP DEDTJCTIONS AND CREDIT 

Aet. 481. Allowance of deductions to a nonresident Unless 

a nonresident individual shall render a return of income as 
required in article 523, the tax shall be collected on the basis of 
his gross income (not his net income) from sources within the 
State of New York. Where a nonresident has income from 
sources within the State of New York, and a return of income 
shall not be filed by him or on his behalf, the Comptroller will 
cause an estimate of the taxable income of such nonresident tax- 
payer to be made, such estimate to include the income of such non- 
resident from all sources within the State of New York concern- 
ing which he has information, and for such purpose may examine 
or cause to be examined the books, accounts and records of such 
taxpayer and he will then compute the tax of such nonresident 
taxpayer without allowance for deductions or credit and with 
penalties and interest. (Tax Law, sections 367 and 373 amd 
aHicle 556.) 

Aet. 482. Allowance of credit for taxes — A taxpayer not a 
resident of the State of New York who has become liable to in- 
come tax to the State or country ^herein he resides, upon his net 
income for the taxable year derived from sources within the 
State of New York, shall be credited with such proportion of the 
tax payable by him to the State or country wherein he resides as 
his income subject to taxation under the New York iState Income 
Tax Law bears to his entire income upon which the tax so payable 
to such other State or country was imposed ; provided such credit 
shall be allowed only if the laws of such State or country grant 
a substantially similar credit to residents of New York State 
subject to income tax under such laws. {Tax Laiu, section 363.) 
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Amount of " taxes payable " means taxes only (no credit being 
given for amounts representing interest or penalties) paid, or 
accrued during the taxable year on behalf of the individual 
claiming credit. " Other State or country " includes within its 
meaning territories, possessions, states (other than New York 
State) and any foreign sovereignty. 

AiiT. 483. Conditions of allowance of credit. — When credit is 
sought for income taxes paid to other States or countries pur- 
suant to the Tax Law, section 363, {See article k82) the Incoma 
Tax return form of the individual must be carefully filled out 
with all the information called for therein, the calculation of 
credit indicated, and executed as provided therein. When the 
Comptroller receives proof that any other State or country allows 
a substantially similar credit to residents of this State within 
the meaning of section 363 of the Tax Law, that fact will be 
announced from time to time by amendment to this article. 

Aet. 484. Redetermination of tax when credit proves incorrect. 
— In case credit has been taken and allowed for taxes accrued, or 
a proportionate share thereof, and the amount that is actually paid 
on account of such taxes, or a proportionate share thereof, is not 
the same as the amount of such credit, or in case any tax payment 
credited is refunded in whole or in part, the taxpayer shall 
immediately notify the Comptroller. Th© Comptroller will 
thereupon redetermine the amount of the income tax of such tax- 
payer for the year or years for which such incorrect credit was 
granted. The amount of tax, if any, due upon such redetermina- 
tion shall be paid by the taxpayer upon notice and demand by the 
Comptroller. Th© amount of tax, if any, shovm by such rede- 
termination to have been overpaid shall be immediately refunded 
to him. {Tax Law, section 377 and articles 57 1-57 4.) 
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EESIDENCE 

Aet. 501. Who is a resident — For the purpose of the Income 
Tax Law, a resident of New York State is a natural person, who 
has a fixed and settled ahode in this State to which he returns 
from incidental and temporary absences and from which he has 
no present intention of removing. Such residence may not be, 
nor be intended to be, of long duration if it be fixed and settled 
and to continue for the time necessary to accomplish some busi- 
ness or other purpose and is not merely transient. A taxpayer's 
residence for purposes of taxation is not necessarily his domicile 
for election purposes, as he may be domiciled outside the State 
and still be taxable as a resident of the State. As the question 
of residence is largely determined by the intent of the taxpayer 
and by the facts in each case, the Comptroller may require a state- 
ment of the circumstances to aid him in determining whether the 
individual be a resident or nonresident. 

Aet. 502. Who is a nonresident — " Nonresident " means an 
individual whose residence is not within the State of New York. 
Any individual living in the State of New York who is not a 
mere transient is a resident of the iState of New York for pur- 
poses of the Income Tax. Whether he is a transient or not is de- 
termined by his intentions with regard to his stay. If he lives 
in the State of New York and has no definite intention to leave 
or reside elsewhere, he is a resident. The best evidence of his 
intention is afforded by the conduct, acts and declarations of the 
individual. The typical transient is one who stops for a short 
time in the course of a journey through the State of New York, 
sometimes performing labor, sometimes not, or one who enters 
such State intending only to stop long enough to carry out some 
purpose, object or plan not involving an extended stay. A mere 
floating intention, indefinite as to time, to return to another State 
or country, is not sufiicient to constitute him a transient. 

Aet. 503. Proof of residence — An individual's statements as 
to his intention with regard to residence are not conclusive, but 
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when unequivocal will determine tlie question of liis intention, 
unless his conduct, acts or other surrounding circumstances con- 
tradict the statements. It sometimes occurs that an individual 
who genuinely intends his stay to be transient may put off his 
departure from time to time by reason of changed conditions, 
remaining a transient though living in the State of New York 
for a considerable time. The fact that an individual's family is 
without the State does not necessarily indicate that he is a 
transient rather than a resident. An individual who enters this 
State intending to make his home elsewhere as soon as he has 
accumulated a sum of money sufficient to provide for his journey 
to a point without the State is not to be considered a transient 
even though his expectation in this regard may reasonably, con- 
sidering the rate of his saving, be fulfilled withia a comparatively 
short time. 

Aet. 504. loss of residence — It will be presumed that an 
individual who has established a residence in the State of New 
York, as outlined above, continues to be a resident until he or 
his family establish a residence without the State. {Articles 501 
and 502.) 

INDIVIDUAL RETUEITS 

Aet. 521. Resident individual returns — Every resident indi- 
vidual (including a head of a family) whose net income as defined 
in the Tax Law, sections 357 and 358, and articles 11-14, is 
$1,000 or over for the taxable year must make a return of income 
unless married and living with husband or wife as defined in 
article 207. The return shall be for his taxable year, whether 
calendar or fiscal. Whether or not an individual is the head of 
a family or has dependents is immaterial in determining his liabil- 
ity to render a return. If an individual is a married person liv- 
ing with husband or wife, no return need be made where their 
aggregate net income is less than $2,000; but a separate return 
must be made by each of them, regardless of the amount of the 
individual income of each, where their aggregate net income is 
$2,000 or over, unless they join in a single return. The husband 
shall include in his return the income derived from services 
rendered by the wife or from the sale of products of her labor 
if she does not file a separate return or join with him in a return 
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setting forth her inconi'e separately. For returns by partnerships 
see Tax Law, section 368, and articles 230 and 231 ; by fiduciaries, 
see Tax Law, section 369, and articles 246-250: When specifi- 
cally directed by the Comptroller an individual must file the re- 
turn of his income whether or not such income is subject to taxa- 
tion under this law. {Tax Law, section 373.) 

Aet." 522. Form of return for residents The return shall be 

on Form 201 unless the taxpayer's entire gross income is derived 
from personal services, interest and dividends or from partner- 
ships, estates and tnists. The return shall be on Form 200 if the 
taxpayer's gross income is derived from personal services, interest 
and dividends or from partnerships, estates and trusts, but any 
taxpayer may make a return of his income on Form 201. Forms 
are provided by the Comptroller and may be had at any office 
of the State Comptroller. When by reason of illness, absence, 
minority, nonresidence or otherwise the person liable for the re- 
turn is unable to make it, the return may be made by an agent, 
guardian or other person charged with the care of the person or 
property of such taxpayer, the agent assuming the responsibility 
for making the return and incurring liability to the specific pen- 
alties provided for erroneous, false or fraudulent returns. {Tax 
Law, section 376, and article 556.) 

Aet. 523. Nonresident individual returns. — Every nonresident 
individual (including the head of a family) whose net income, 
as defined in the Tax Law, sections 357 and 358, articles 11—14, 
from sources within the 'State of ISTew York as defined in 
article 401, is $1,000 or more for the taxable year, must make 
a return of income unless married and living with husband 
or wife as defined in article 207. The returns shall be for the 
taxable year, whether calendar or fiscal. Whether or not an 
individual is the head of a family or has dependents is immaterial 
in determining his liability to render a return. If a nonresident 
individual is a married person living with husband or wife, no 
return need be made where the aggregate net income from sources 
within the State is less than $2,000, but a separate return must 
be made by each of them, regardless of the amount of the indi- 
vidual income of each, where the aggregate net income from 
sources within the State is $2,000 or over, unless they join in a 
single return. 
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The return shall be on Form 201a unless the entire gross income 
from sources within the state, of the nonresident taxpayer, is 
derived from personal sei-viees and from partnerships, estates and 
trusts. The return shall be on Form 200ia if the nonresident tax- 
payer's gross income from sources within the State is derived from 
personal services, and from partnerships, estates and trusts. 

The responsible representatives of taxpayers not resident withm 
the State in connection with any sources of income which such 
taxpayers may have within the State of New York shall make a 
return of such income, and shall pay any and all tax, imposed 
upon the income received by them in behalf of their taxpayer 
principals, in all cases. The agent of a nonresident is responsible 
for a correct return of all income accruing to his principal within 
the purview of the agency. The agency appointment will deter- 
mine how completely the agent is substituted for the principal 
for tax purposes. 

Where upon filing a return of income it appears that a nonresi- 
dent taxpayer is not liable for tax, but nevertheless a tax shall 
have been withheld at the source, or where the amount withheld 
is in excess of his tax liability, in order to obtain a refund on 
the basis of the showing made by the return there shall be at- 
tached to it a statement showing accurately the amounts of tax 
withheld, with the names and post-ofEee addresses of all with- 
holding agents. (Article 57^.) 

Aet. 524 Return of income of minor — An individual under 
twenty-one years of age is required to render a return of income 
if he has a net income of his own of $1,000 or over for the tax- 
able year. If he is married, see article 521. If the aggregate 
of the net income of a minor from any property which he pos- 
sesses, and from any funds held in trust for him by a trustee or 
guardian, and from any earnings for his own use, is at least 
$1,000, a return as in the case of any other individual must be 
made by him or by his guardian or some other person charged 
with the care of his person or property for him. (Article 2^.8.) 
If, however, a minor is dependent upon his parent, who appro- 
priates or may appropriate his earnings, such earnings are income 
of the parent and not of the minor for the purpose of the tax. 
In the absence of proof to the contrary a parent will be assumed 
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not to have emancipated liis minor child and must include in his 
return any earnings of the minor. {See article 115.) Nonresi- 
dent minors must make return in the same manner and of the 
same classes of income as other nonresidents. The provisions of 
article 523 are equally applicable to nonresident minors. 

Aet. 525. Return of corporate dividends — Dividends on stock 
of domestic corporations or resident foreign corporations are 
prima facie income of the record ovmer of the stock, and such 
record o%viier will be liable for any tax based thereon, unless a 
disclosure of the actual ownership is made to the Comptroller, 
which shall show that the record owner is not the actual owner 
and who the owner is and his address. 

Aet. 526. Accounting period — The return of a taxpayer is 
made and his income computed for his taxable year, which means 
his fiscal year, or the calendar year if he has not established a 
fiscal year. The term " fiscal year " means an accounting period 
of twelve months ending on the last day of any month other than 
December. iSTo fiscal year will, however, be recognized iinless 
before its close it was definitely established as an accounting 
period by the taxpayer and the books of such taxpayer were kept 
in accordance therewith. The taxable year 1919 is the calendar 
year 1919 or any fiscal year ending during the calendar year 1919. 
{Tax Laio, section 350.) A taxpayer having an existing account- 
ing period which is a fiscal year within the meaning of the statute 
not only needs no permission to make his return on the basis 
of such a taxable year, but is required to do so. A person having 
no such fiscal year must make return on the basis of the calendar 
year. 

A taxpayer must make his return for the accounting period 
on the basis of which his books are kept ; so that his State return, 
like his Federal return, must be for a fiscal year if his books are 
kept on a fiscal year basis. 

Aet. 527. Fiscal year ending in 1919 — The method provided 
for computing the tax for a fiscal year beginning in 1918 and 
ending in 1919 is as follows: The tax attributable to the calendar 
year 1919 is found by computing the income of the taxpayer 
in accordance with the statute for the fiscal year and determining 
the proportion of such income which the portion of such fiscal 
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year falling within the calendar year is of the full fiscal year, 
and computing the tax on such amount. The personal exemption 
must be correspondingly apportioned. 

Aet. 528. Change in accounting period — If a taxpayer changes 
his accounting period he shall as soon as possible give to the 
Comptroller written notice of such change and his reasons there- 
for. The Comptroller will not approve a change of the basis 
of computing net income unless such notice is given at a time 
which is both (a) at least thirty days before the date of the tax- 
payer's return on the basis of his existing taxable year and (b) at 
least thirty days before the close of the proposed taxable year. 
If the change in the basis of computing the net income of the 
taxpayer is approved by the -Comptroller the taxpayer shall there- 
after make his returns upon the basis of the new accounting period 
in accordance with the requirement of section 370 of the statute 
and his net income shall be computed as therein provided. A tax- 
payer subject to Federal tax shall file with his application a copy 
of the consent of the 'Commissioner of Internal Revenue to change 
the basis of his return for Federal tax purposes. The require- 
ment of notice to the Comptroller will be modified in such cases 
with respect to time, and where a change is authorized, it will 
be made effective at the same- date as that authorized by the Com- 
missioner of Internal Revenue. 

Aet. 529. Keturns when accounting period changed "No return 

may be made for a period of more than twelve months. A separate 
return for a fractional part of a year is, therefore, required when- 
ever there is a change with the approval of the Comptroller in. the 
basis of computing net income from one taxable year to another 
taxable year, and the exemptions allowed shall be reduced re- 
spectively to amounts which bear the same ratio to the full exemp- 
tions provided for as the number of months in such period bears 
to twelve months. The separate returns shall be filed for the 
period from the close of the old taxable year to the beginning 
of the new taxable year. See article 527 with reference to first 
returns for fiscal year ending in 1919. (Tax Law, sections 370 
and 371, and articles 51fl~51i.Ji. and 551.) The tax on net income 
shall be computed on the basis of the period for which a separate 
return is made. 
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Art. 530. Verifioation of returns All income tax returns must 

be verified under oath or aifirmation bef oi-e an officer duly author- 
ized to administer oaths either by the laws of the United States 
or the laws of the state or territory where such officer resides. 
Persons in the naval or military service of the United States may 
verify their returns before any official authorized to administer 
oaths for the purpose of those services. Income tax returns 
executed abroad may be attested before United States consular 
officers. 

Abt. 531. Use of prescribed forms — Copies of the prescribed 
return forms will so far as possible be furnished taxpayers by 
the Comptroller. Failure on the part of any taxpayer to receive 
a blank form will not, however, excuse him from rdaking a return. 
Taxpayers not supplied with the proper forms should make appli- 
cation therefor to the 'Comptroller, or at any district office, in 
ample time to have their returns prepared, verified and filed on 
or before March fifteenth following the close of the taxable year. 
Each taxpayer should carefully prepare his return so as to fully 
and clearly set forth the data therein called for. Imperfect or 
incorrect returns will not be accepted as meeting the requirements 
of the statute. In lack of a prescribed form a statement made by 
a taxpayer disclosing his gross income and the deductions there- 
from may be accepted as a tentative return, and if filed within 
the prescribed time a return so made will relieve the taxpayer 
from liability to penalties, provided that without unnecessary 
delay such a tentative return is replaced by a return made on the 
proper form. The forms and the instructions contained therein 
have the force and effect of regulations. Each question must be 
answered and each direction complied with in the same manner 
as if the forms and instructions were embodied in these 
regulations. 

TIME AND PLACE FOR FILING EETURN 
Aet. 541. Time for filing return — A return of income must 
be made on or before the fifteenth day of March following the 
close of the taxpayer's taxable year, and must include the tax- 
payer's net income for such taxable year. (Tax Law, section 371.) 
The last due date is the last day upon which a return is required to 
be filed in accordance with the provisions of the statute or the last 
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day of the period covered by an extension of time granted by the 
Comptroller. When the last due date falls on Sunday or a legal 
holiday, the last due date for filing returns will be the day following 
such Sunday or legal holiday. If placed in the mails the return 
should be posted in ample time to reach the Comptroller's office 
or any district office of the Income Tax Bureau, under ordinary 
handling of the mails, on or before the date on which the return 
is required to be filed. Mailed returns should be addressed: 
" N. Y. State Income Tax Bureau," and the address of the district 
office to which it is sent. If a return is made and placed in the 
mails in due course, properly addressed and postage paid, in ample 
time to reach the office of the Comptroller or a district office on 
or before the last due date, no penalty will attach should the return 
not be actually received by such officer until subsequent to that 
date. Where a question may be raised as to whether or not the 
return was posted in ample time to reach the Comptroller's office 
or a district office on or before the due date, the envelope in which 
th« return was transmitted will be preserved by the Comptroller 
with the return. 

Aet. 542. Time for filing returns upon death or termination of 
trust — As soon as possible after his appointment and qualifica- 
tion, without waiting for the close of the taxable year, an executor 
or administrator may file a return of income for the decedent. 
Upon the completion of the administration of an estate and final 
accoimting an executor or administrator shall file a return of in- 
come of the estate for the portion of the taxable year in which the 
administration was closed. An ancillary administrator need 
make no separate return if the domiciliary administrator includes 
in his return the entire income of the estate. Similarly, upon the 
termination of any other trust the trustee may mate a return 
without waiting for the close of the taxable year. In any such 
case the tax must be paid at the time the return is filed. The 
payment of the tax before the end of the taxable year in such cir- 
cumstances does not relieve the taxpayer from liability for any 
additional tax which may subsequently be imposed upon income 
of the taxable year. 

Aet. 543. Extension of time by Comptroller It is important 

that the taxpayer render on or before the return due date a return 
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as complete and final as it is possible for him to prepare. How- 
ever, whenever good cause exists by reason of sickness, absence 
or otherwise, the Comptroller is authorized to grant an extension 
of time in which such return may be filed where in his judgment 
such further time is actually required for the making of an 
accurate return, not however, in any case exceeding six months, 
except in cases of taxpayers who are abroad. (Tax Law, section 
371.) If the time for filing the return shall be extended the 
taxpayer shall pay, in addition to the tax, interest thereon 
at the rate of 6 per centum per annum from the time when the 
return was originally required to be filed, to the time of actual 
payment. (Tacc Laiv^ section 377.) The application for each 
extension must be made prior to the expiration of the period 
for which the extension is desired. As a condition of granting 
an extension of time for filing a return the Comptroller may 
require the submission of a tentative return and payment of the 
tax based on such tentative return. 

Art. 544. Place for filing returns — Eeturns of income must 
be delivered or mailed to any one of the district ofiices of the 
Income Tax Bureau. The following are the addresses of the 
district offices of the Income Tax Bureau: 

District "So. 1. Albany. 

District No. 2. Borough of Manhattan, ISTew York City. 

District No. 3. Borough of Brooklyn, New York City. 

District No. 4. Borough of The Bronx, ,New York City. 

District No. 5. Jamaica. 

District No. 6. White Plains. 

District No. 7. Buffalo. 

District No. 8. Eoehester. 

District No. 9. Syracuse. 

District No. 10. Utica. 

District No. 11. Elmira. 

District No. 12. Binghamton. 

District No. 13. Kingston. 

Partnership returns (Form 204) and fiduciary returns 
(Form 205) should be sent to the office of the New York State 
Income Tax Bureau at Albany, N. Y. 
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PAYMENT OF TAXES 

Aet. 551. Time for payment of tax — The tax, unless paid at 
the source, is to be paid to the Comptroller at the time of filmg 
the return. (Tax Law, section 371, and articles 54.1-5Jf4-) -^ 
unconditional extension of time for filing a return will postpone 
the date for payment of the tax, but see article 543 with reference 
to tentative returns. Upon computation of the tax, if the amount 
paid exceeds the correct amount of the tax, the excess shall be 
refunded to the taxpayer. If the amount paid is less than the 
correct amount of the tax then due, the difference shall be paid 
within thirty days after notice of the correct tax as computed by 
the Comptroller is mailed to the taxpayer. (Tax Law, section 377 
and articles 571-574..) 

Aet. 552. Seceipts for tax payments — The Comptroller will 
issue a cash register receipt for every tax which is paid in cash. 
In the case of payments in cash, the taxpayer should in every 
instance require a cash register receipt. In the case of payments 
made by check, the cancelled check is usually a sufBcient receipt, 
but the Comptroller will on request issue an additional receipt. 

Aet. 553. Interest on tax — "Where the time for the payment 
of any tax is postponed at the request of the taxpayer, interest 
at the rate of 6 per centum per annum is added from the original 
due date to the date of payment. If any tax be not paid when 
required by the provisions of the statute or in the case of addi- 
tional taxes at the time designated by the Comptroller, the tax- 
payer shall pay 5 per centum of such tax plus 1 per centum 
per month for each month or fraction thereof such tax remains 
unpaid after such required or designated time, in addition to 
the amount of such tax. (Tax Law, section 379,. subdivision 2.) 

Aet. 554. Payment of tax by uncertified checks The Comp- 
troller will accept uncertified checks in payment of income taxes, 
provided such checks are collectible at par, that is, for their full 
amount without any deduction for exchange or other charges. 
The day on which the Comptroller receives the check will be con- 
sidered the date of payment so far as the taxpayer is concerned 
unless the check is returned dishonored. If one check is 
remitted to cover two or more persons' taxes, the remittance must 
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be accompanied by a letter of transmittal stating (a) the name 
of the drawer of the check; (b) the amount of the check; (c) the 
amount of any cash, money order or other instrument included 
in the same remittance; (d) the name of each person whose tax 
is to be paid by the remittance; and (e) the amount of the pay- 
ment on account of each person. 

Aet. 555. Procedure with respect to dishonored checks. — If 
any check is returned unpaid, all expenses incident to collection 
of such a check will be charged to the taxpayer. If any taxpayer 
whose check has been returned uncollected by the depositary bank 
should fail at once to make the check good, the Comptroller will 
proceed to collect the tax as though no check had been given. 
A taxpayer who tenders a certified check in payment for taxes 
is also not released from his obligation until the check has been 
paid. 

Aet. 556. Penalties — i. A person who intentionally fails to 
make a return is guilty of a misdemeanor punishable by a fine 
not exceeding $1,000 or imprisonment not exceeding one year, 
or both, and in addition is liable to taxation at twice the ordinary 
rate. 

2. If any person, liable to taxation under the law, makes any 
false or fraudulent return or statement, with intent to evade 
any tax imiposed by the law, he is guilty of a misdemeanor 
punishable by a fine not exceeding $1,000 or imprisonment not 
exceeding one year, or both, and in addition is liable to taxation 
at twice the ordinary rate upon the additional amount of income 
discovered to be taxable. 

3. A person who fails to make a return within the required 
time, but who voluntarily makes a correct return within sixty (60) 
days is subject to a penalty of 5 per centum of the tax (in no 
case less than $2) and an additional 1 per centum for each 
month or fraction of a month during which the tax remains 
unpaid. 

4. A person who, without intent to defraud, fails to make a 
return within the required time or a voluntary return within 
sixty (60) days thereafter, is liable to taxation at twice the 
ordinary rate, in addition to the penalty referred to in the follow- 
ing paragraph. 
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5. A person who fails to pay the tax when due is subject to a 
penalty of 5 per centum of the amount due but not paid, plus 
1 per centum for each month or fraction of a month during which 
the tax remains unpaid. (Tax Law, sections 376, 377 and 379.) 

COREECTIOU OF RETURNS 

Aet. 5Y1. Comptroller's power of revision — If, in the opinion 
of the Comptroller, the return of any taxpayer in any essential 
respect is incorrect the Comptroller may revise such return and 
may audit and state an account according to such revised return 
for the amount due from such taxpayer for taxes, penalties and 
interest. If any taxpayer fails to make a return the 'Comptroller 
may make an estimate of the taxable income of such taxpayer from 
any information in his possession and for this purpose naay 
examine or cause to be examined, the books and records of such 
taxpayer, and may take testimony and require proof material for 
his information, and may audit and state an account according 
to such information of the amount due from the taxpayer for 
taxes, penalties and interest. (Tax Law, section 373.) 

Aet. 572. Authority for abatement and refund of tax 

Authority for the refund or abatement of taxes erroneously col- 
lected or assessed is contained in section 377 of the Tax Law. 

Aet. 573. Claim for abatement — Ttliere the Comptroller has 
made an additional assessment, the amount of such additional 
assessment is payable within thirty days from the date of notice 
thereof. However, the taxpayer will be afforded opportunity to 
offer proof as to the incorrectness of all or any part of the addi- 
tional assessment and may during the thirty-day period file claim 
for abatement of all or any part thereof. The application must 
be sustained by the affidavit of the party against whom the tax 
was assessed, or of other parties cognizant of the facts. When 
a tax has been audited and stated by the Comptroller the pre- 
sumption is that the assessment is correct, and the additional 
assessment must be paid when due, unless the Comptroller has 
in the meantime abated all or a part of it. The^burden of proof 
in rebutting the presumption and showing that it was improperly 
or illegally assessed, or that relief should be given under sec- 
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tion 374 of the statute, rests upon the applicant for abatement. 
The affidavits must, therefore, contain full and explicit statements 
of all the material facts relating to the claim in support of which 
they are offered and to the proper consideration of which they 
are essential. The legality of the claim is to he determined by 
the Comptroller upon the facts presented by the affidavits. The 
filing of a claim for abatement does not operate as a suspension 
of the collection of the tax. The tax must be paid within the 
thirty-day period, except as to any part thereof which the Comp- 
troller has advised the taxpayer has been abated. 

Aet. 5Y4. Claim for refund — Claims by the taxpayer for the 
refunding of taxes and penalties erroneously or illegally collected 
shall be made on Form 110. In this case, as in that of claims for 
abatement, the burden of proof rests upon the claimant. All 
the facts relied upon in support of the claim should be clearly 
set forth under oath. It should be accompanied by the Comp- 
troller's receipt or the cancelled check showing payment of the 
tax. The affidavit may be made by an agent of the person 
assessed. Checks in payment of claims allowed will be drawn 
in the names of the persons entitled to the money and shall unless 
otherwise directed be sent by the "Comptroller directly to the 
proper persons or their duly authorized attorneys or agents. In 
the case of mere overpayments by taxpayers the Comptroller may 
repay the excess. The Comptroller has no authority to refund 
on equitable grounds penalties legally collected. 
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RETURNS TO BE PUBLIC RECORDS 

Aet. 581. Inspection of returns — Subdivision 1 of the Tax 
Law, section 384, provides as foUows: "Except in accordaace 
with proper judicial order or as otherwise provided by law, it 
shall be unlawful for the Comptroller, any agent, clerk or other 
officer or employee to divulge or make known in any manner the 
amount of income or any particulars set forth or disclosed m 
any report or return required under this article. ISTothing herein 
shall be construed to prohibit the publication of statistics so class- 
ified as to prevent the identification of particular reports or 
returns and the items thereof, or the inspection by the Attorney- 
General or other legal representative of the State of the report 
or return of any taxpayer who shall bring action to set aside or 
review the tax based thereon, or against whom an action or pro- 
ceeding has been instituted in accordance with the provisions of 
sections 380 and 381 of this chapter. Reports and returns shall 
be preserved for three years and thereafter until the Comptroller 
orders them to be destroyed." 

Aet. 582. Penalties for disclosure of returns. — Subdivision 2 
of the Tax Law, section 384, provides as follows: "Any offense 
against subdivision one of this section shall be punished by a fine 
not exceeding one thousand dollars or by imprisonment not exceed- 
ing one year, or both, at the discretion of the court, and if the 
offender be an officer or employee of the state he shall be dismissed 
from office and be incapable of holding any public office in this 
state for a period of five years thereafter." 



PROMULGATION OF REGULATIONS 

Pursuant to the authority conferred by chapter 627 of the 
Laws of 1919, the foregoing regulations are hereby made and 
promulgated, and any regulations and rulings inconsistent there- 
with are hereby revoked. 




Albany, N". Y. Comptroller. 
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THE TAX LAW 

ARTICLE 16^ 
Taxes Upon and With Eespect to Peesonal Incomes. 

Section 350. Definitions. 

351. Imposition of income tax. 

352. Exemption of certain personal property. 

353. Ascertainment of gain and loss. 

354. Exchange of property. 

355. Gain through exchange. 

356. Inventory. 

357. ISTet income defined. 

358. Computation of net income. 

359. Gross income defined. 

360. Deductions. 

361. Items not deductible. 

362. Exemptions. 

363. Credit for taxes in case of taxpayers other than 

residents of the state. 

364. Partnerships. 

365. Estates and trusts. 

366. Information and payment at source. 

367. Taxpayers' returns. 

368. Partnership returns. 

369. Fiduciary returns. 

370. Returns when accounting period changed. 

371. Time and place of filing returns. 

372. Administration of income tax law. 

373. Powers of comptroller. 

374. Revision and readjustment of accounts by comp- 

troller. 

875. Review of determination of comptroller by certio- 
rari and regulations as to writ. 

376. Penalties. 



1 Added by Laws of 1919, Chapter 627, in effect May 14, 1919. 
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Section 377. When payable. 

378. Notice of assessment. 

379. Collection of taxes; penalties and interest. 

380. Warrant for the collection of taxes. 

381. Action for recovery of taxes. 

382. Distribution of the income tax. 

383. Comptroller to make regulations and collect facts. 

384. Secrecy required of officials; penalty for violation. 

385. Contract to assume income tax illegal. 

Section 350. Definitions. For the purpose of this article and 
unless otherwise required by the context : 

1. The word " comptroller " means the state comptroller. 

2. The word "taxpayer" includes any person, trust or estate 
subject to a tax imposed by this article, or whose income is in 
whole or in part subject to a tax imposed by this article, and does 
not include corporations. 

3. The words "military or naval forces of the United States" 
include the marine corps, the coast guard, the army nurse corps, 
female, and the navy nurse corps, female, but this shall not be 
deemed to exclude other units otherwise included within such 
words. 

4. The words "taxable year" mean the calendar year, or the 
fiscal year ending during such calendar year, upon the basis of 
which the net income is computed under this article. The words 
"fiscal year" mean an accounting period of twelve months, end- 
ing on the last day of any month other than December. 

5. The word " fiduciary " means a guardian, trustee, executor, 
administrator, receiver, conservator, or any person, whether indi- 
vidual or corporate, acting in any fiduciary capacity for any 
person, trust or estate. 

6. The word "paid" for the purposes of the deductions and 
credits under this article, means "paid or accrued" or "paid or 
incurred," and the terms "paid or incurred" and "paid or 
accrued" shall be construed according to the method of account- 
ing upon the basis of which the net income is computed, under 
this article. The term "received" for the purpose of the com- 
putation of net income under this article, means "received or 
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accrued" and the term "received or accrued" shall be construed 
according to the method of accounting upon the basis of which 
the net income is computed under this article. 

7. The word "resident" applies only to natural persons and 
includes for the purpose of determining liability to the tax 
imposed by this article upon or with reference to the income of 
any taxable year, commencing with the year nineteen hundred 
and nineteen, any person who shall, at any time on or after 
January first and not later than March fifteenth of the next 
succeeding calendar year, be or become a resident of the state. 

8. The word "dividend" means any distribution made by a 
corporation out of its earnings or profits to its shareholders or 
members, whether in cash or in other property or in stock of the 
corporation. 

9. The words "foreign country" or "foreign government" 
mean any jurisdiction other than one embraced within the 
United States. The words "United States" include the states, 
the territories of Alaska and Hawaii and the District of 
Columbia. 

10. The words "withholding agent" include all individuals, 
corporations, associations and partnerships, in whatever capacity 
acting, including lessees, or mortgagors of real or personal prop- 
erty, fiduciaries, employers, and all officers and employees of the 
state, or of any municipal corporation or political subdivision 
of the state, having the control, receipt, custody, disposal or 
payment, of interest, rent, salaries, wages, premiums, annuities, 
compensation, remunerations, emoluments or other fixed or 
determinable annual or periodical gains, profits and income 
taxable under this article. 

§ 351. Imposition of income tax. A tax is hereby imposed 
upon eveiy resident of the state, which tax shall be levied, col- 
lected and paid annually upon and with respect to his entire net 
income as herein defined at rates as follows: One per centum of 
the amount of net income not exceeding ten thousand dollars* 
two per centum of the amount of net income in excess of ten 
thousand dollars but not in excess of fifty thousand dollars • three 
per centum of the amount of net income in excess of fifty thou- 
sand dollars. A like tax is hereby imposed and shall be levied 
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collected and paid annually, at the rates specified in this section, 
upon and with respect to the entire net income as herein defined, 
except as hereinafter provided, from all property owned and from 
e\-ery business, trade, profession or occupation carried on in this 
slate by natural persons not residents of the state. Such tax 
shall first be levied, collected and paid in the year nineteen hun- 
dred and twenty upon and with respect to the taxable income 
for the calendar year nineteen hundred and nineteen, or for any 
taxable year ending during the year nineteen hundred and 
nineteen. 

§ 352. Exemption of certain personal property from taxation. 
The taxes imposed by this article are in addition to all other 
taxes imposed by law, except that money on hand, on deposit or 
at interest, bonds, notes and choses in action and shares of stock 
in corporations other than banks and banking associations, 
owned by any individual or constituting a part of a trust or 
estate subject to the income tax imposed by this article, and from 
which any income is derived, shall not after July thirty-first, 
nineteen hundred and nineteen, be included in the valuation of 
the personal property included in the assessment-rolls of the 
several tax districts, villages, school districts and special tax dis- 
tricts of the state. 

§ 353. Ascertainment of gain and loss. For the purpose of 
ascertaining the gain derived or loss sustained from the sale or 
other disposition of property, real, personal or mixed, the basis 
shall be first, in case of property acquired before January first, 
nineteen hundred and nineteen, the fair market price or value 
of such property, as of January first, nineteen hundred and nine- 
teen, and, second, in case of property acquired on or after that 
date, the cost thereof; or the inventory value, if the inventory 
is made in accordance with this article. 

§ 354. Exchange of property. When property is exchanged 
for other property, the property received in exchange shall for the 
purpose of determining gain or loss be treated as the equivalent 
of cash to the amount of its fair market value, if any ; but when 
in connection with the reorganization, merger or consolidation of 
a corporation a taxpayer receives, in place of stock or securities 
owned by him, new stock or securities of no greater aggregate 
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par or face value, no gain or loss shall be deemed to occur from 
the exchange, and the new stock or securities received shall be 
treated as taking the place of the stock, securities or property 
exchanged. 

§ 355. Gain through exchange. When in the case of any such 
reorganization, merger or consolidation the aggregate par or face 
value of the new stock or securities received is in excess of the . 
aggregate par or face value of the stock or securities exchanged, 
a like amount in par or face value of the new stock or securities 
received shall be treated as taking the place of the stock or 
securities exchanged, and the amount of the excess in par or face 
value shall be treated as a gain to the extent that the fair market 
value of the new stock or securities is greater than the cost of 
the stock or securities exchanged, if acquired on or after January 
first, nineteen hundred and nineteen, and its fair market price 
or value as .of January first, nineteen hundred and nineteen, if 
acquired before that date. 

§ 356. Inventory. Whenever in the opinion of the comptroller 
the use of inventories is necessary in order clearly to determine 
the income of any taxpayer, inventories shall be taken by such 
taxpayer upon such basis as the comptroller may prescribe, con- 
forming as nearly as may be to the best accounting practice in 
the trade or business and most clearly reflecting the income, and 
conforming so far as may be to the forms and methods prescribed 
by the United States commissioner of internal revenue under the 
act of congress known as the revenue act of nineteen hundred 
and eighteen. 

§ 357. Net income defined. The term "net income" means 
the gross income of a taxpayer less the deductions allowed by this 
article. 

§ 358. Computation of net income. 1. The net income shall 
be computed upon the basis of the taxpayer's annual accounting 
period (fiscal year or calendar year as the case may be) in accord- 
ance with the method of accounting regularly employed in keep- 
ing the books of such taxpayer; but if no such method of account- 
ing has been so employed, or if the method employed does not 
clearly reflect the income, the computation shall be made upon 
such basis and in such manner as in the opinion of the comptroller 



Appendix II 115 

does clearly reflect the income. If the taxpayer's annual account- 
ing period is other than a fiscal year as defined in this article, 
or if the taxpayer has no annual accounting period or does not 
keep books, the net income shall be computed on the basis of the 
calendar year. 

2. If a taxpayer changes his accounting period from fiscal year 
to calendar year, from calendar year to fiscal year, or from one 
fiscal year to another, the net income shall, with the approval of 
the comptroller, be computed on the basis of such new accounting 
period, subject to the provisions of section three hundred and 
seventy. 

§ 359. Gross income deined. The term "gross income": 

1. Includes gains, profits and income derived from salaries, 
wages or compensation for personal service, of whatever kind 
and in whatever form paid, or from profession, vocations, trades, 
businesses, commerce, or sales, or dealings in property, whether 
real or personal, growing out of the ownership or use of or 
interest in such property; also from interest, rent, dividends, 
securities, or the transaction of any business carried on for gain 
or profit, or gains or profits and income derived from any source 
whatever. The amount of all such items shall be included in 
the gross income for the taxable year in which received by the 
taxpayer, unless, under the methods of accounting permitted in 
this article, any such amounts are to be properly accounted for 
as of a different period; but 

2. Does not include the following items which shall be exempt 
from taxation under this article: 

a. The proceeds of life insurance policies and contracts paid 
upon the death of the insured to individual beneficiaries or to 
the estate of the insured. 

b. The amount received by the insured as a return of premium 
or premiums paid by him under life insurance, endowment or 
annuity contracts, either during the term or at the maturity of 
the term mentioned in the contract or upon surrender of the 
contract. 

c. The value of property acquired by gift, bequest, devise or 
descent (but the income from such property shall be included in 
gross income). 
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d. Interest upon the obligations of the United States or its 
possessions; or securities issued under the provisions of the 
federal farm loan act of July seventeen, nineteen hundred and 
sixteen; or bonds issued by the war finance corporation; or the 
obligations of the state of New York or of any municipal corpo- 
ration or political subdivision thereof ; or investments upon which 
the tax provided for in section three hundred and thirty-one of 
this chapter has heretofore been paid since June fijst, nineteen 
hundred and seventeen, during the period of years for which such 
tax shall have been paid. 

e. Any amount received through accident or health insurance or 
under workmen's compensation acts, as compensation for personal 
injuries or sickness, plus the amount of any damages received 
whether by suit or agreement on account of such injuries or sick- 
ness, or through the war risk insurance act or any law for the 
benefit or relief of injured or disabled members of the military or 
naval forces of the United States. 

f. Salaries, wages -and other compensation received from the 
United States of ofiieials or employees thereof, including persons 
in the military or naval forces of the United States. 

g. Income received by any officer of a religious denomination 
or by any institution, or trust, for moral or mental improvement, 
religious, bible, tract, charitable, benevolent, fraternal, mission- 
ary, hospital, infirmary, educational, scientific, literary, library, 
patriotic, historical or cemetery purposes, or for the enforcement 
of laws relating to children or animals, or for two or more of such 
purposes, if such income be used exclusively for carrying out one 
or more of such purposes; but nothing herein shall be construed 
to exempt the fees, stipends, personal earnings or other private 
income of such oSicer or trustee. 

3. In the case of taxpayers other than residents, gross income 
includes only the gross income from sources within the state, but 
shall not include annuities, interest on bank deposits, interest on 
bonds, notes or other interest-bearing obligations or dividends 
from corporations, except to the extent to which the same shall be 
a part of income from any business, trade, profession or occupation 
carried on in this state subject to taxation under this article. 
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§ 360. Deductions. In computing net income there shall be 
allowed as deductions: 

1. All the ordinary and necessary expenses paid or incurred 
during the taxable year in carrying on any trade or business, 
including a reasonable allowance for salaries or other compensa- 
tion for personal services actually rendered, and including rentals 
or other payments required to be made as a condition to the con- 
tinued use or possession, for purposes of the trade or business, of 
property to which the taxpayer has not taken or is not tating title 
or in which he has no equity. 

2. In the case of a resident of the state such, a proportion of 
the total interest paid or accrued during the taxable year on in- 
debtedness, as the net income of the taxpayer taxable under this 
article bears to his total income from all sources; or in case of 
an individual not a resident of the state, the same proportion of 
interest paid or accrued within the taxable year on indebtedness 
which the amount of such gross income, as herein defined, bears 
to the gross amount of his income from all sources within and 
without the state. 

3. Taxes other than income taxes paid or accrued within the 
taxable year imposed, first, by the authority of the United States, 
or of any of its possessions, or, second, by the authority of any 
state, or territory, or any county, school district, municipality, 
or other taxing subdivision of any state or territory, not includ- 
ing those assessed against local benefits of a kind tending to 
increase the value of the property assessed, or, third, by the 
authority of any foreign government. 

4. Losses sustained during the taxable year and not compen- 
sated for by insurance or otherwise, if incurred in trade or 
business. 

5. Losses sustained during the taxable year and not compen- 
sated for by insurance or otherwise, if incurred in any transaction 
entered into for profit, though not connected with the trade or 
business ; but in the case of a taxpayer other than a resident of the 
state, only as to such transactions within the state. 

6. Losses sustained during the taxable year of property not 
connected with the trade or business (but, in the case of a tax- 
payer other than a resident, only of property within the state) if 
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arising from fires, storms, shipwrecks, or other casualty or from 
theft, and not compensated for by insurance or otherwise. 

7. Debts ascertained to be worthless and charged off within the 
taxable year. 

8. A reasonable allowance for the exhaustion, wear and tear of 
property used in the trade or business, including a reasonable 
allowance for obsolescence. 

9. In the case of mines, oil and gas wells, other natural de- 
posits and timber, a reasonable allowance for depletion and for 
depreciation of improvements, according to the peculiar conditions 
in each case, based upon cost including cost of development not 
otherwise deducted; provided, that in the case of such properties 
acquired prior to January first, nineteen hundred and nineteen, 
the fair market value of the property (or the taxpayer's interest 
therein) on that date shall be taken in lieu of cost up to that 
date; provided, further, that in the case of mines, oil and gas 
wells, discovered by the taxpayer on or after January first, nine- 
teen hundred and nineteen, and not acquired as the result of a 
purchase of a proven tract or lease, where the fair market value 
of the property is materially disproportionate to the cost, the 
depletion allowance shall be based upon the fair market value of 
the property at the date of the discovery or within thirty days 
thereafter; such reasonable allowance in all the above cases to be 
made under rules and regulations to be prescribed by the comp- 
troller. In the case of leases the deductions allowed by this para- 
graph shall be equitably apportioned between the lessor and lessee. 

10. Contributions or gifts made within the taxable year to 
corporations incorporated by, or associations organized under, the 
laws of this state and operated exclusively for religious, char- 
itable, scientific or educational purposes, or for the prevention 
of cruelty to children or animals, no part of the net earnings of 
which inures to the benefit of any private stockholder or indi- 
vidual, or to the special fund for vocational rehabilitation author- 
ized by section seven of the act of congress known as the voca- 
tional rehabilitation act, to an amount not in excess of fifteen 
per centum of the taxpayer's net income as computed without the 
benefit of this subdivision. Such contributions or gifts shall be 
allowable as deductions only if verified under rules and regula- 
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tions prescribed by the comptroller. In the case of a taxpayer 
other than a resident of the state this deduction shall be allowed 
only as to contributions or gifts made to corporations or associa- 
tions incorporated by or organized under the laws of this state or 
to the vocational rehabilitation fund above mentioned. 

11. In the case of a taxpayer other than a resident of the state 
the deductions allowed in this section shall be allowed only if, 
and to the extent that, they are connected with income arising 
from sources within the state; and the proper apportionment and 
allocation of the deductions with respect to sources of income 
within and without the state shall be determined under rules and 
regulations to be prescribed by the comptroller. 

§ 361. Items not deductible. In computing net income no de- 
duction shall in any case be allowed in respect of : 

1. Personal, living, or family expenses; 

2. Any amount paid out for new buildings or for permanent 
improvements or betterments made to increase the value of any 
property or estate ; 

3. Any amount expended in restoring property or in making 
good the exhaustion thereof for which an allowance is or has 
been made ; or 

4. Premiums paid on any life insurance policy, covering the 
life of any officer or employee, or of any person financially inter- 
ested in any trade or business carried on by the taxpayer, when 
the taxpayer is directly or indirectly a beneficiary under such 
policy. 

§ 362. Exemptions. The following exemptions shall be allowed 
to any resident taxpayer: 

1. In the case of a single person, a personal exemption of one 
thousand dollars, or in the case of the head of a family or a mar- 
ried person living with husband or wife, a personal exemption of 
two thousand dollars. A husband and wife living together shall 
receive but one personal exemption of two thousand dollars 
against their aggregate net income; and in case they make sep- 
arate returns, the personal exemption of two thousand dollars 
may be taken by either or divided between them. 

2. Two hundred dollars for each person (other than husband 
or wife) dependent upon and receiving his chief support from 
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the taxpayer, if sucli dependent person is under eighteen years 
of age or is incapable of self-support because mentally or physi- 
cally defective. 

3. A taxpayer receiving salary, wages, or other compensation 
from the United States as an official thereof, exempt from taxa- 
tion under this article, shall be entitled to only so much of the 
personal exemption provided for in this section as is in excess of 
the aggregate amount of such salaries, wages, or other 
compensation. 

§ 363. Credit for taxes in case of taxpayers other than resi- 
dents of the state. Whenever a taxpayer other than a resident of 
the state has become liable to income tax to the state or country 
where he resides upon his net income for the taxable year, derived 
from sources within this state .and subject to taxation under this 
article, the comptroller shall credit the amount of income tax pay- 
able by him under this article with such proportion of the tax so 
payable by him to the state or country where he resides as his 
income subject to taxation under this article bears to his entire 
income upon which the tax so payable to such other state of 
country was imposed; provided that such credit shall be allowed 
only if the laws of said state or country grant a substantially 
similar credit to residents of this state subject to income tax under 
such laws. 

§ 364. Partnerships. Individuals carrying on business in 
partnerships shall be liable for income tax only in their individual 
capacity. There shall be included in computing th© net income 
of each partner his distributive share, whether distributed or not, 
of the net income of the partnership for the taxable year, or, if 
his net income for such taxable year is computed upon the basis 
of a period different from that upon the basis of which the net 
income of the partnership is computed, then his distributive share 
of the net income of the partnership for any accounting period 
of the partnership ending within the fiscal or calendar year 
upon the basis of which the partner's net income is computed. 
Taxpayers who are members of partnerships may be required 
by the comptroller to make a return stating the guoss receipts 
and net gains or profits of the partnership for any taxable year. 
The net income of the partnership shall be computed in the same 
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manner and on the same basis as provided in computing the net 
income of individuals except that the deduction provided in. 
subdivision ten of section three hundred and sixty shall not be 
allowed and the personal exemptions provided for in section three 
hundred and sixty-two shall he allowed only to the individual 
partners. 

§ 365. Estates and trusts. 1. The tax imposed by this article 
shall apply to the income of estates or of any kind of property 
held in trust, including: 

a. Income received by estates of deceased persons during the 
period of administration or settlement of the estate; 

b. Income accumulated in trust for the benefit of unborn or 
unascertained persons or persons with contingent interests ; 

c. Income held for future distribution under the terms of the 
will or trust; and 

d. Income which is to be distributed fo the beneficiaries 
periodically, whether or not at regular intervals, and the income 
collected by a guardian of an infant to be held or distributed as 
the court may direct. 

2. The fiduciary shall be responsible for making the return of 
income for the estate or trust for which he acts. The net income 
of the estate or trust shall be computed in the same manner and 
on the same basis as provided in this article for individual tax- 
payers, except that there shall also be allowed as a deduction any 
part of the gross income which pursuant to the terms of the will 
or deed creating the trust, is during the taxable year paid to or 
permanently set aside for the United States, any state, territory, 
or any political subdivision thereof, or the District of Columbia, 
or any corporation or association organized and operated exclu- 
sively for religious, charitable, scientific or educational purposes, 
or for the prevention of cruelty to children or animals, no part 
of the net earnings of which inures to the benefit of any private 
stockholder or individual ; and in cases under paragraph d of sub- 
division one of this section, the fiduciary shall include in the 
return a statement of each beneficiary's distributive share of guch 
net income, whether or not distributed before the close of the 
taxable year for which the return is made. 
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3. In cases under paragraphs a, b, and c of subdivision one, 
of this section, the tax shall be imposed upon the net income of 
the estate or trust and shall be paid by the fiduciary, except that 
in determining the net income of the estate of any deceased person 
during the period of administration or settlement there may be 
deducted the amount of. any income properly paid or credited to 
any legatee, heir or other beneficiary. In such cases, the estate 
or trust shall be allowed the same exemptions as are allowed to 
single persons under section three hundred and sixty-two, and in 
such cases an estate or trust created by a person noj; a r^ident and 
an estate of a person not a^esident shall be subject to tax onl^o 
the extent towSich individuals other than residents a^ liable 
under section three hundred and fifty-nine, subdivision three. 

4. In cases under paragraph d of subdivision one of this section 
and in the case of any income of an estate during the period of 
administration or settlement permitted by subdivision three to be 
deducted from the net income upon which tax is to be paid by 
the fiduciary, the tax shall not be paid by the fiduciary, but there 
shall be included in computing the net income of each beneficiary 
his distributive share whether distributed or not, of the net income 
of the estate or trust for the taxable year, or, if his net income 
for such taxable year is computed upon the basis of a period 
different from that upon the basis of which the net income of the 
estate or trust is computed, then his distributive share of the net 
income of the estate or trust for any accounting period of such 
estate or trust ending within the fiscal or calendar year upon the 
basis of which such beneficiary's net income is computed. In such 
cases the income of a beneficiary of such estate or trust not a resi- 
dent shall be taxable only to the extent provided in section three 
hundred and fifty-nine, subdivision three, for individuals other 
than residents. 

§ 366. Information and payment at source. 1. Every with- 
holding agent shall deduct and withhold two per centum from all 
salaries, wages, commissions, gratuities, emoluments, perquisites 
and other fixed and determinable annual or periodical compensa- 
tion, of whatever kind and in whatever form paid or received 
earned for personal services and taxable under this article of 
which he shall have control, receipt, custody, disposal or pavment 
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if the amount paid or received or to be paid or received in any 
taxable year on account of any individual equals or exceeds one 
thousand dollars, unless there shall be filed vfith the vi^ithholding 
agent, before the time when he is required to make return and pay- 
ment thereof, a certificate in such form as shall be prescribed by 
the comptroller to the effect that the person entitled to such salary, 
wage, commission, gratuity, emolument, perquisite or other com- 
pensation is a resident and setting forth his residence address 
within the state. 

2. Every withholding agent shall make return to the comp- 
troller of complete information concerning the amount of all 
interest, rent, salaries, wages, premiums, annuities, compensa- 
tions, remunerations, emoluments or other fij^ed or determinable 
gains, profits and income, except interest coupons payable to 
bearer, of any taxpayer taxable under this article of one thousand 
dollars or more in any taxable year under such regulations and 
in such form and manner and to such extent as may be prescribed 
by the comptroller. 

3. Every withholding agent required to deduct and withhold 
any tax under subdivision one of this section shall make return 
thereof on or before the fifteenth day of March in each year and 
shall at the same time pay the tax to the comptroller. EVery 
such individual corporation or partnership is hereby made liable 
for such tax and is hereby indemnified against the claims and 
demands of any individual, corporation or partnership for the 
amount of any payments made in accordance with the provisions 
of this section. 

4. Income upon which any tax is required to be withheld at 
the source under this section shall be included in the return of the 
recipient of such income, but any amount of tax so withheld shall 
be credited against the amount of income tax as computed in such 
return. 

5. If any tax required under this section to be deducted and 
withheld is paid by the recipient of the income, it shall not be 
recollected from the withholding agent; nor in cases in which 
the tax is so paid shall any penalty be imposed upon or collected 
from the recipient of the income or the withholding agent for 
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failure to return or pay the same, unless sucli failure was fraudu- 
lent and for the purpose of evading payment. 

§ 367. Taxpayers' returns. Every taxpayer having a net in- 
come for the taxable year of one thousand dollars or over if 
single or if married and not living with husband or wife, or of 
two thousand dollars or over if married and living with husband 
or wife, shall make under oath a return stating specifically the 
items of his gross income and the deductions and credits allowed 
by this article. If a husband and wife living together have an 
aggregate net income of two thousand dollars or over, each shall 
make such a return unless the income of each is included in a 
single joint return. If the taxpayer is unable to make his own 
return the return shall be made by a duly authorized agent or 
by the guardian or other person charged with the care of the 
person or property of such taxpayer. A taxpayer other than a 
resident shall not be entitled to the deductions authorized by 
section three hundred and sixty unless he shall make under oath 
a complete return of his gross income both within and without 
the state. 

§ 368. Partnership returns. Every partnership shall make a 
return for each taxable year, stating specifically the items of its 
gross income and the deductions allowed by this article, and shall 
include in the return the names and addresses of the individuals 
who would be entitled to share in the net income if distributed 
and the amount of the distributive share of each individual. The 
return shall be sworn to by any one of the partners. 

§ 369. Fiduciary returns. Every fiduciary (except receivera 
appointed by authority of law in possession of part only of the 
property of a taxpayer) shall make under oath a return for the 
taxpayer for whom he acts, first, if the net income of such tax- 
payer is one thousand dollars or over if single, or if married 
and not living with husband or wife, or two thousand dollars or 
over if married and living with husband or wife, or second if 
the net income of such taxpayer, if an estate or trust, is one 
thousand dollars or over or if any beneficiary is a taxpayer other 
than a resident of the state, which return shall state specifically 
the items of the gross income and the deductions, exemptions 
and credits allowed by this article. Under such regulations as 
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the comptroller may prescribe, a return made by one of two or 
more joint fiduciaries and filed in the ofiice of the comptroller 
or collector in the district where such fiduciary resides shall be 
a sufficient compliance with the above requirement. The fidu- 
ciary shall make oath that he has sufiicient knowledge of the 
affairs of such individual, estate or trust to enable him to make 
the return, and that the same is, to the best of his knowledge 
and belief, true and correct. 

Fiduciaries required to make returns under this article shall be 
subject to all the provisions of this article which apply to 
taxpayers. 

§ 370. Returns when accounting period changed. If a taxpayer, 
with the approval of the comptroller, changes the basis of com- 
puting net income from fiscal year to calendar year, a separate 
return shall be made for the period between the close of the last 
fiscal year for which return was made and the following December 
thirty-first. If the change is made from calendar year to fiscal 
year, a separate return shall be made for the period between the 
close of the last calendar year for which return was made and the 
date designated as the close of the last fiscal year. If the change 
is from one fiscal year to another fiscal year, a separate return 
shall be made for the period between the close of the former fiscal 
year and the date designated as the close of the new fiscal year. 
If a taxpayer making his first return for income tax keeps his 
accounts on the basis of a fiscal year, he shall make a separate 
return for the period between the beginning of a calendar year 
in which such fiscal year ends :and the end of such fiscal year. 

In all of the above cases the net income shall be computed on 
the basis of such period for which separate return is made, and 
the tax shall be paid thereon at the rate for the calendar year 
in which such period is included ; and the exemptions allowed in 
this article shall be reduced respectively to amounts which bear 
the same ratio to the full exemptions provided for as the number 
of months in such period bears to twelve months. 

§ 371. Time and place of filing returns. Eetums shall be 
made to the comptroller on or before the fifteenth day of March 
in each year of the taxpayer's net income for his last preceding 
taxable year. The comptroller may grant a reasonable extension 
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of time for filing returns whenever in its judgment good cause 
exists and shall keep a record of every such extension and the 
reason therefor. Except in the case of taxpayers who are abroad, 
no such extension shall be granted for more than six months. 
Such returns shall, so far as may be, set forth the same or similar 
items called for in the blank forms of return prescribed by the 
United States commissioner of internal revenue for the enforce- 
ment of the act of congress known as the revenue act of nineteen 
hundred and eighteen, together with such other facts as the comp- 
troller may deem necessary for the proper enforcement of this 
article. There shall be annexed to such return the affidavit or 
affirmation of the person making the return, to the effect that the 
statements contained therein are true. Blank forms of return 
shall be furnished by the comptroller upon application, but 
failure to secure the form shall not relieve any taxpayer from 
the obligation of making any return herein required. 

§ 372. Administration of income tax law. The comptroller 
shall administer and enforce the tax herein imposed for which 
purpose he may divide the state into districts in each of which a 
branch office of the comptroller may be maintained; provided 
that in no cases shall a county be divided in forming a district. 

§ 373. Powers of comptroller. If in the opinion of the comp- 
troller any return of a taxpayer is in any essential respect incor- 
rect he shall have power to revise such return, or if any tax- 
payer fails to make return as herein required, the comptroller 
is authorized to make an estimate of the taxable income of such 
taxpayer from any information in his possession, and to audit 
and state an account according to such revised return or the esti- 
mate so made by him for the taxes, penalties and interest due the 
state from such taxpayer. The comptroller shall also have power 
to examine or cause to have examined, in case of failure to report 
the books and records of any such taxpayer, and may take testi- 
mony and require proof material for his information. 

§ 374. Revision and readjustment of accounts by comptroller. 
If an application for revision be filed with the comptroller by a 
taxpayer within one year from the time of the filing of the return, 
or if the tax of such taxpayer shall have been recomputed, then 
from the time of such recomputation, the comptroller shall grant 
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a hearing thereon and if it shall be made to appear, upon any such 
hearing by evidence submitted to him or otherwise, that any such 
computation includes taxes or other charges which could not have 
been lawfully demanded, or that payment has been illegally made 
or exacted of any such amount so computed, the comptroller shall 
resettle the same according to law and the facts, and adjust the 
computation of taxes accordingly, and shall send notice of his 
determination thereon to the taxpayer. 

§ 375. Review of determination of comptroller by certiorari 
and regulations as to writ. The determination of the comptroller 
upon any application made to him by any taxpayer for revision 
and resettlement of any computation of tax, as prescribed by this 
article, may be reviewed in the manner prescribed by and subject 
to the provisions of section one hundred and ninety-nine of this 
chapter. jSTo certiorari to review any statement of a computation 
or any determination by the comptroller under this article shall 
be granted unless notice of application therefor is made within 
thirty days after the service of the notice of such determination. 
Eight days' notice shall be given to the comptroller of the applica- 
tion for such writ. Before making the application an undertaking 
must be filed with him, in such amount and with such sureties as 
a justice of the supreme court shall approve, to the effect that if 
such writ is dismissed or the determination of the comptroller 
afiirmed, the applicant for the writ will pay all costs and charges 
which may accrue against him in the prosecution of the writ, 
including costs of all appeals. 

§ 376. Penalties. 1. Any person required by this article to 
make, render, sign or verify any return, who fails to make, 
render, sign or verify such return within the time required by 
or under a provision of law, or who makes any false or fraudu- 
lent return or statement, with intent to evade any tax imposed 
by this article, shall be guilty of a misdemeanor and shall, upon 
conviction, be fined not to exceed one thousand dollars, or be 
imprisoned not to exceed one year, or both, at the discretion of 
the court. 

2. If any such person shall fail or refuse to make a return 
of income at the time or times hereinbefore specified, but shall 
voluntarily make a correct return of income within sixty days 
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thereafter, there shall be added to his tax five per centum of the 
amount otherwise due, but such additional amount shall in no 
case he less than two dollars. 

3. If any person liable to taxation under this article fails to 
make a return as herein required, the amount of income of such 
person discovered to be taxable shall be subject to twice the 
ordinary rate of taxation. If any person liable to taxation under 
this article maies any false or fraudulent return or statement, 
with intent to evade any tax imposed by this article, and an 
additional amount is discovered to be taxable, such additional 
amount shall be subject to twice the ordinary rate of taxation. 
Such tax shall be collected at such time and in such manner as 
may be designated by the comptroller. This penalty shall be 
additional to all other penalties in this or any other section 
provided. 

§ 377. When payable. 1. Each taxpayer shall, at the time of 
filing his return, pay to the comptroller the amount of tax pay- 
able hereunder as the same shall appear from the face of the 
return. If the time for filing the return shall be extended, he 
shall pay in addition interest thereon at the rate of six per centum 
per annum from the time when the return was originally required 
to be filed to the time of payment. 

2. As soon as practicable after the return is filed, the comp- 
troller shall examine it and compute the tax. 

3. If the amount of tax as computed shall be greater than the 
amount theretofore paid, the excess shall be paid by the taxpayer 
to the comptroller within thirty days after the amount of the tax 
as computed shall be mailed by the comptroller. 

4. If the amount of tax as computed shall be less than the 
amount theretofore paid, the excess shall be refunded by the 
comptroller out of the proceeds of the tax retained by him as 
provided in this article. 

§ 3Y8. Notice of assessment. Notice of tax assessment shall 
be sent by mail to the post office address given in the report, and 
the record that such notice has been sent shall be presumptive 
evidence of the giving of the notice and such record shall be pre- 
served by the comptroller. 
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§ 3T9. Collection of taxes; penalties and interest. 1. The comp- 
troller is authorized at his discretion to designate- agents for the 
purpose of collecting income taxes and shall require from them 
reasonable bond. 

2. If the tax imposed by this article or any part of such tax 
be not paid at the time when required to be paid under the pro- 
visions of this article or in the case of additional taxes, at the 
time designated by the comptroller, the taxpayer liable to pay 
such tax shall pay to the comptroller, in addition to the amount 
of such tax, or part thereof, five per centum of said amount, plus 
one per centum for each month, or fraction of a month, the tax, 
or part thereof, remains unpaid. 

§ 380. Warrant for the collection of taxes. If any tax imposed 
by this article or any portion of such tax be not paid within 
sixty days after the same becomes due, the comptroller shall issue 
a wan-ant under his hand and official seal directed to the* sheriff 
of any county of the state commanding him to levy upon and sell 
the real and personal property of the person owning the same, 
found within his county, for the payment of the amount thereof, 
with the added penalties, interest and the cost of executing the 
warrant, and to return such warrant to the comptroller and pay 
to him the money collected by virtue thereof by a time to be 
therein specified, not less than sixty days from the date of the 
warrant. The sheriff shall within five days after the receipt of 
the warrant, file with the clerk of his county a copy thereof, and 
thereupon the clerk shall enter in the judgment docket, in the 
column for judgment debtors, the name of the taxpayer men- 
tioned in the warrant, and in appropriate columns the amount 
of the tax or portion thereof and penalties for which the war- 
rant is issued and the date when such copy is filed-, and thereupon 
the amount of such warrant so docketed shall become a lien upon 
the title to and interest in real property or chattels real of the 
person against whom it is issued in the same manner as a judgment 
duly docketed in the office of such clerk. The said sheriff shall 
thereupon proceed upon the same in all respects, with like effect, 
and in the same manner prescribed by law in respect to execu- 
tions issued against property upon judgments of a court of record, 
and shall be entitled to the same fees for his services in executing 
the warrant, to be collected in the same manner. In the dis- 



130 Appendix II 

cretion of the comptroller a warrant of like terms, force and 
effect may be issued and directed to any agent authorized to col- 
lect income taxes, and in the execution thereof such agent shall 
have all the powers conferred by law upon sheriffs, but shall be 
entitled to no fee or compensation in excess of actual expenses 
paid in the performance of such duty. If a warrant be returned 
not satisfied in lull, the comptroller shall have the same remedies 
to enforce the clnim for taxes against the taxpayer as if the people 
of the state had recovered judgment against the taxpayer for 
the amount of the tax. 

§ 381. Action for recovery of taxes. Action may be brought* 
at any time by the attorney-general of the state at the instance 
of the comptroller, in the name of the state to recover the amount 
of any taxes, penalties and interest due under this ai'ticle. 

§ 382. Distribution of the income tax. Of the revenue collected 
under this article the comptroller shall retain in his hands suffi- 
cient to provide at all times a fund in his hands in the sum of 
two hundred and fifty thousand dollars out of which he shall 
pay any refunds to which taxpayers shall be entitled under the 
provisions of this article. Of the remainder, fifty per centum 
shall be paid into the state treasury to the credit of the general 
fund. The remaining fifty per centum thereof shall, not later 
than the first day of July, and in case of moneys subsequently 
collected at least quarterly thereafter, be distributed and paid to 
the treasurers of the several counties of the state, in the pro- 
portion that the assessed valuation of the real property of each 
county bears to the aggregate assessed valuation of the real prop- 
erty of the state. As to any county included in the city of JSTew 
York such payment shall be made to the receiver of taxes in 
such city and be paid into the general fund for the reduction 
of taxation of the city of 'New York. The county treasurer 
shall apportion the amount so received among the several tovpns 
and cities within the county in proportion that the assessed valua- 
tion of the real property of each town or city bears to the aggre- 
gate assessed valuation of the real property of the county and 
shall credit the amount apportioned to each town against the 
county tax payable by it, and shall pay the amount apportioned 
to each city to the chief fiscal officer of the city to be paid into the 
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general fund for city purposes. If the amount of the credit to a 
town exceeds the county tax from such town, the excess shall be 
paid to the supervisor of the town and be by him credited to gen- 
eral town purposes. 

§ 383. Comptroller to make regulations and to collect facts. 
The comptroller is hereby authorized to make such rules and 
regulations, and to require such facts and information to be 
reported, as it may deem necessary to enforce the provisions of 
this article. 

§ 384. Secrecy required of official; penalty for violation. 
1. Except in accordance with proper judicial order or as other- 
wise provided by law, it shall be unlawful for the comptroller, any 
agent, clerk, or other officer or employee to divulge or make known 
in any manner the amount of income or any particulars set forth 
or disclosed in any report or return required under this article. 
Nothing herein shall be construed to prohibit the publication of 
statistics so classified as to prevent the identification of particular 
reports or returns and the items thereof, or the inspection by 
the attorney-general or other legal representatives of the state 
of the report or return of any taxpayer who shall bring action to 
set aside or review the tax based thereon, or against whom an 
action or proceeding has been instituted in accordance with the 
provisions of sections three hundred and eighty and three hun- 
dred and eighty-one of this chapter. Reports and returns shall 
be preserved for three years and thereafter until the comptroller 
orders them to be destroyed. 

2. Any offense against subdivision one of this section shall 
be punished by a fine not exceeding one thousand dollars or by 
imprisonment not exceeding one year, or both, at the discretion 
of the court, and if the offender be an officer or employee of the 
state he shall be dismissed from office and be incapable of 
holding any public office in this state for a period of five years 
thereafter. 

§ 385. Contract to assume income tax illegal. It shall be unlaw- 
ful for any person to agree or contract directly or indirectly to 
pay or assume or bear the burden of any tax payable by any 
taxpayer under the provisions of this article. Any such contract 
or agreement shall be null and void and shall not be enforced or 
given effect by any court. 
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Abatement of taxes § 37/^ 573 

afiBdavit 573 

authority therefor 572 

burden of proof 573 

claim for 573 

does not operate as suspension of collection 573 

Absence 

cause for securing extension of time for filing return 543 

of wife or husband, effect on joint exemption 207 

return by agent when taxpayers are absent 522 

Accident insurance 

deduction of premiums 121 

premiums paid by employer as taxable income to employee 25 

taxability of amount received § 359 (2, e), 72 

Accounting methods 

change in 13 

application for 13 

consent of Commissioner of Internal Revenue 13 

return to conform to 14 

computation of net income § 358 (1), 13, 14 

fiduciary ' 246 

how to change 13, 528 

individuals 528 

partnerships 230 

period 526 

application for change in 528 

change in § 310, 528 

consent of Commissioner of Internal Revenue 528 

partnerships 230 

returns to conform to § 358 (2), 529 

returns to conform to § 358, 14, 526, 529 

Accounting records to be maintained 14 

Accrual basis in determining net income 44, 123 

change from cash to accrual and vice versa 13 

Action for recovery of taxes § S81 

Actors' costumes, depreciation 172 

Additional assessment of income tax § 374, 573 

Additions and betterments, made by tenant 42 

Administration of estates 

deduction of expenses 125, 254 

period of 253 

returns for period of 246 

[Keterences in italics are to sections of the law; other references are to articles 
of the regulations.] 
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Administrative provisions 

information at tlie source § SS6 (2), 281, 290 

payment of taxes § 377 (1), 551-556 

returns § 311, 521-582 

correction of § 374, 571-574 

estates and trusts § 365, 246 

fiduciary § 369, 246 

individual § 367, 521-531 

partnership § 36S, 230 

secrecy of § 38Jf, 581—582 

withholding at source 261-270 

Administrator, see fiduciary 

Advertising, deductions, business expenses Ill 

AflBdavits 

abatement claims 573 

refund claims 574 

returns § 37J, 530 

Agent 

distinguished from fiduciary 241 

making return § 367, 522-523 

of nonresident 523 

withholding ^350 (10), 261 

Alien, resident, personal exemption of 206-207 

Alimony 

not deductible 125 

not included in gross income 73 

Allotments under war risk insurance § S50 (2-e), 72 

Allowable deductions, nonresidents § 360 (11), 431-435 

see also deductions 

Allowance 

for amortization 28 

of credit for taxes to nonresidents § 363, 482-484 

to children 115 

Alternative basis of apportionment by nonresidents 470 

Ambassadors, exemption of income 77 

Amended returns § 37^, 123 

Amortization allowance 28 

Amount deducted and withheld 

refund of 523 

return of 270 

Annual or periodical income 263 

Annuities 40 

nonresident, nontaxable § 359 (sj 413 

representing return of capital — information at source 289 

Apportionment 

business income of nonresident from business carried on both 

within and without the state § 360 (H) ^^-j 

income of partnerships having nonresident member 457 

nonresident 4gy 

alternative basis of 4^^ 

[References in Italics are to sections of the law; other references are to arHHoa 
of the regulations.] <^-. •-•.^it-.a 
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Apportionment — continued 

personal services of nonresident, withholding at source 266 

wages of nonresident seamen 454 

Appraisal, property acquired by gift or inheritance 73, 93 

Appreciation in value of assets 13 

Architect's services, deduction of fees 125 

Assessments' 

local benefits § S60 (S), 143 

on stock 125 

Associations as partnerships 228 

distinguished from -partnership 228 

Assumption of tax, contract for, illegal § 385 

Attorney's fees of estates or trusts ♦. 254 

Auditing returns § 377 (2) 571 

Authority of Comptroller for abatement and refund of tax § 373, 572 

Automobiles 

depreciation of 172 

farmers 122 

license fees, as taxes 141 

professional men 114 

Bad debts 161-164 

bankruptcy 161 

bonds ascertained to be worthless 164 

collected after being charged off and deducted 44 

deductions, in general § 360 (7) 161-164 

examples 162 

existing prior to January 1, 1919, deductions for 161 

forgiven 43 

mortgage debt 163 

rent unpaid 162 

salaries unpaid 162 

wages unpaid 162 

worthless securities 164 

Bankruptcy, bad debts 161 

Baptismal offerings, taxable income 23 

Basis for computation of net income § 358, 13 

depreciation allowance 171 

determining gain or loss from sale, gift or other disposition of 

property 91-101 

returns, period 526 

Beneficiaries 

distributive income of estate or trust, to be accounted for by 

§ 365 (i), 245 

insurance contracts and policies 72 

nonresident, taxability of 245 

resident, taxability of 245 

taxable year differing from that of trust or estate 245 

tax returns for 247 

[References in italics are to sections of the law ; other references are to articles 
of the regulations.] 
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Bequests, see gifts 

Betterments, made by lessee, income to lessor 42 

Bills paid for merchandise, information at source 289 

Bonds 

exemption from personal property tsix, extent of § 352' 

interest on, accrued prior to 1919 79 

constructive receipt of 46 

exemptions ^ t?59 (2-dJ, 74 

information at source § 366 (2), 2S7-289 

shrinkage in value 154 

tax-free covenant 21 

worthless 164 

Bonuses to employees .' 117 

Bonus stock, sale of, determination of cost 31 

Bookkeeping, approved methods § S58, 13 

see also accounting methods 

Books of professional men 114 

Building 

ahandonment, loss therefrom 153 

erected by tenant 120 

voluntary removal of, deduction of loss 152 

Business 

expenses 

deductions % 360 (1), 111-125 

estates and trusts 254 

nonresidents 432 

gross income from § 359 (1), 28 

income of nonresident, taxability § S59 (3), 414 

losses, deductions § SGO (4), 151 

Business of nonresident 
carried on 

defined 415 

wholly within the state 455 

within and without the state 457 

without the state 453 

Calendar year, see accounting period 
basis of 

information at source 285 

withholding at source 264 

Cancellation of debt, as producing income 43 

Capital 

accrual of income prior to January 1, 1919 79 

charges 125 

estates or trusts 254 

expenditures j^ 

farmers' expenses j22 

interest on, deduction of j,- 

recovery of, through depreciation allowance I74, 

of thf^egulItloSs!]"''"" "'^ *° '^°"°°' °^ ^"^ ^^^'- "*" "Terences are ro articles 
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Cash basis, see accounting methods 

Cash, form of items of, as gross income and deductions 12 

Casualty 

deduction of losses § SGO (0 ) 151 

losses from 

deduction 25j^ 

nonresidents 435 

Cattle, farmers' losses of ]^g5 

Certificate of residence s sgg 267 

period effective 2g8 

renewal 268 

Certified checks not required in payment of taxes 554 

Centiorari to review determination of Comptroller § 375 

Change in accounting period § 370, 528 

see also accounting period 

Change in method of accounting I3 

valuation of inventories 2i7 

see also accounting methods 

Charges deductible, when 123 

see also deductions 

to capital accoimt 14 

see also capital charges 

Charging off depreciation 179 

see also depreciation 

Charitable contributions 

deduction of § 360 (10), 201 

estates and trusts § S65 (2), 251 

partnerships § SGlf, 233 

Charitable corporations, defined 202 

Checks 

dishonored, given in payment of tax 555 

uncertified, in paym.ent of tax 554 

Children 

allowances to 115 

dependents § SG2 (2), 208 

Choses in action, exemption from: personal- property tax, extent of ... . | 962 

Claims 

abatement of taxes 573 

see also ahatem,ent of taxes 

defined 79 

refund of taxes 574 

see also refund of taxes 

Classification of income of estates and trusts 242 

Clergymen's compensation 23 

Closing depreciation account 180 

Clothing, depreciation of 172 

Collection of taxes 

by action § 381 

by warrant § 380 

[References in italics are to sections of the law; other references are to articles 
of the regulations.] 
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Commissions 2^' ^^^ 

buying and selling securities ^^^ 

executors 254 

referees and receivers, Federal courts , . . . . 78 

withholding at the source 264 

Committee of property of incompetent 

as fiduciary 240 

return of 248 

Compensation 

deducting and withholding at source § SG6 (1), 261 

deductions Ill, 115-117, 119 

information at source § S66 (2) , 286 

injuries % 359 (2-e), 41 

paid 

in notes 26 

other than cash 25 

to widow of employee^ deduction 119 

personal services, taxable income § S59 (1), 23 

federal employees and officers § S59 (2-f), 78 

included in gross income 21 

nonresidents, taxability § 359 (S), 412 

profits basis 23 

receivers of state courts 24 

sickness 41 

state officers and employees 24 

unpaid, bad debts 162 

Comptroller 

definition of § 350, (1) 

power to make regulations § 383 

Computation 

amount of gifts to charity 91, 201 

gross income of nonresident § 359 (3), 411 

income 13 

net income § 357, 12 

estates and trusts § 365 (2), 251, 252, 254 

fiscal year ending in 1919 527 

period 528 

Conditions of allowances of credit to nonresidents 483 

Constructive receipt 

bonus stock 45 

examples of 46 

of income 46 

Consular officers, exemption of income 77 

Contents of partnership return § S68, 231 

Contract to assume tax illegal §■ S85 

Contracts, long term, ascertainment of income 39 

Contributions by employees to pension fund 25,41 

charitable deductions § $60 (10), 201 

partnerships 233 

[References In italics are to sections of the law ; other references are to articles 
of the regulations.] 
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Cooperative trading stamp system 80 

Copyrights 

amounts expended for 125 

depreciation 173 

allowance 177 

sale, determination of gain or loss 32 

Corporate dividends 

inclusions in income ^ S59 (1), 61-66 

information at source 288-289 

returns of 525 

Corporation, forgiving dett 43 

Corrected returns, when payable § 377 ('3 j, 551 

Correction of returns § 37^, 571-574 

Cost 

administration of estate 254 

defending or perfecting title to real estate 125 

feeding cattle, expenses of farmers 122 

improvements, depreciation deduction 174 

inventories at 217-218 

defined 218 

materials 1 12 

Costumes, depreciation 172 

Coupons, interest 

constructive receipt 46 

information at source 289 

Credits of income 45 

Crops 

deduction of cost of .producing by farmer 122 

losses 122 

destruction of loss by, deduction 155 

harvested in following year 30 

shares in rent 30 

shrinkage, deduction 155 

Customs duties, deduction i S60 (3), 142 

Dairy animals, depreciation allowance 30 

Damages 

deductible, as of what time 123 

for personal injuries or sickness § 359 (2-e), 72 

Date, determining personal exemption 209' 

Dealers in securities 

defined 220 

inventories of 220 

on installment plan 34-39 

Debts 

bad or worthless 161 

forgiven or canceled 43 

see also bad debts 

[References In italics are to sections of the law; other references are to articles 
of the regulations.] 



140 Index 

Decedent's estate during administration § S65, 253 

return for 54:2 

Deducting and withholding at source, see withholding at the source 
Deductions 

apportionment of nonresident § S60 (11), 457 

alternative basis 470 

employees and officers 452 

seamen 451 

assessments for local benefits ..§ 360 (3), 143 

bad debts i 360 (1), 161-164 

bonuses to employees 117 

business expenses § S60 (1), 111-125 

nonresident % 360 (11), 432 

charitable contributions I 360 (10), 201 

compensation 115-117 

computation of net income 12 

customs duties % 360 (3), 142 

depletion % 360 (9), 190 

depreciation ^360 (8), 171-181 

see also depreciation deductions 

estates and trusts § 363 (2), 251, 254 

expenses, business § 560 (1), 111-125 

farmers' expenses 30, 122 

losses 155 

import duties ^360 (S), 142 

inheritance taxes 144 

interest § 360 (2), 136-137 

nonresident 434 

living expenses 125 

long term contracts 29 

losses § 360 (!,, 5, 6), 151-155 

nonresident 435 

sale of copyrights 32 

good will 33 

patents 32 

property, nonresident 417 

securities, nonresident 416 

nonresidents % 360 (11), 431-435, 481 

obsolescence 153 

pensions 1 19 

personal and family expenses 125 

services, compensation for 115—117 

rentals 120 

repairs 113 

shrinkage in securities and stocks I54 

tariff duties % 360 (3), 142 

taxes 141-144 

nonresident 434 

[References in italics are to sections of the law ; other references are to articles 
of the regulations.] 
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Deductions — continued 

traveling expenses Ug 

t^'usts § 3g5 (2), 251, 254 

uncollectible accounts s ggQ (yj igi 

\mpaid rents, as bad debts 162 

salaries and wages as bad debts 162 

when deductible j23 

Default in installment payments 34 37 33 

Deferred payments, sales of real estate 36 38 

Definitions 

annual or periodical income 263 

business carried on 415 

wholly within the state 455 

wholly without the state 456 

charitable corporations 202 

claim existing on January 1, 1919' 79 

comptroller ,§ S50 (1) 

cost of inventories 218 

dealer in securities 220 

determinable income 263 

educational corporations 202 

i^arm 30 

farmers 30 

fiduciary § 350 (5), 240 

fiscal year §350 ^4;, 526 

fixed and determinable income 263 

gross income § S59, 11, 21 

nonresident 411 

head of family 208 

income 11 

nonresident 401 

living together, husband and wife 207 

market value of inventories 219 

need not be in form of cash 12 

net income § S5T, 11 

nonresident 502 

estate or trust 243 

period of administration of estate and trust 253 

periodical income 263 

religious corporations 202 

residence 503 

resident % S50 (7), 501 

estate or trust 243 

scientific corporations 202 

taxable year § 350 (4), 526 

taxpayer ^350 (2J, 3 

time to be taken 13 

transient 502 

withholding agent % 350 (10), 281 

[References in italics are to sections of the law ; otlier references are to articles 
of the regulations.] 
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Demolition, buildings, deduction of loss 

Dependents, exemption for ^362 (2J, 208 

Depletion of mines, oil and gas wells, natural deposits and timber. . . .28, 190 

deductions § S60 (9), 190 

reserve distributed "" 

Depreciation deductions § 360 (8), 28, 171-181 

amount ^ ' ^ 

automobiles ^'^ 

basis of allowance 171 

capital sum recoverable through depreciation allowances 174 

charging off ^'^ 

closing account 1°" 

clothing 1'2 

computation of allowances 175-179' 

computing loss '■^^ 

copyrights 173 

costumes 172 

dairy animals • 181 

designs 178 

draft aninJals 181 

drawings and models 178 

expenditures in restoring property or making good the exhaustion. 174 

farmers 181 

franchises 173 

furniture 172 

good will 173 

intangible property ' 173 

inventories 172 

leases 173 

licenses - 173 

live stock 181 

machinery, farm 181 

methods of computing. .' 175-176 

minerals, not • allowable 172 

models 178 

modificatiott of method of computing allowances 176 

natural TesouTces, not allowable , 172 

nonresidents 431 

patent or copyright 173, 177 

patterns 178 

personal eflfects 172 

pleasure vehicles 172 

reserve distributed 66 

residence property 172 

secret formula* or processes J73 

stock in trade, not allowable 172 

theatrical costumes 172 

trade brands I73 

marks I73 

names I73 

[References in italics are to sections of the law ; other references are to articles 
of the regulations.] 
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Depreciation reserve 

distribution from 66 

expenditures to restore depreciation as charge against 14 

Designs, depreciation, deduction 178 

Determinable income 

definition 263 

■ information at sburce % 366 (2), 281-290 

Determination of gain or loss from exchange of property § 354, 91-101 

Devises, annuities charged upon devised- land 40 

Disability insurance 72 

Disclosure of returns, penalties therefor § 384, 582 

Discounted value of notes received as compensation 26 

Diseased stock, loss of farmers', deductions 155 

Dishonored checks given in payment of tax 555 

Distribution- from depletion or depreciation reserve 66 

in liquidation, taxability 65 

Distribution of income tax revenue § 382 

Distributive shares of partners, taxability 46, 226, 229' 

Dividends 

accumulated 61 

constructive receipt of 46 

declaration merely, does not constitute distribution 61 

declared prior to January 1, 1919, excluded from gross income. ... 79 

farm loan association § 359 (2d), 75 

federal land banks 75 

reserve banks, taxability 76 

from depletion reserve 66 

information at source 288-289 

in gross income §• 359 (1), 61-66 

liquidating taxability 65 

paid in property 62 

securities of other corporations 63 

up policies 40 

return of 525 

scrip ^2 

stock .■ 63 

sale of 64 

taxability of nonresident's § S59 (3), 419 

Donations, employees 117 

Draft animals 

deduction of cost by farmer 122 

depreciation, deduction 181 

profit from sale by farmers, as taxable income 30 

Drawings, depreciation, deduction 178 

Drummer, nonresident, withholding at source 266 

Due date of return § STl, 541 

Dues to professional societies 114 

Duties of withholding agent § 366, 262 

[Eeferences In Italics are to sections of the law ; other references are to articles 
of the regulations.] 
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Dwelling 

depreciation of 1'2 

insurance of 121 

Earnings of salesmen-, nonresident, taxable income 451 

withholding at source 266 

Education corporations, defined 202 

Effect of instruction on forms 531 

Emancipated" children, return in case of 524 

Employees 

bonuses to 117 

compensation, as taxable income § S59 (1), 23 

constructive receipt of bonus stock 45 

federal, taxability, of salaries § S59 (2f), 23 

information at source as to payments to § S6S (2), 286 

leaving employer, withholding at source 262 

living quarters, value as taxable income 25 

premiums on insurance, paid by employer, deduction 131 

taxable income 25 

promissory notes in payment for services, taxable income 26 

retired, payments to, dfeduction 119 

state, taxability of compensation from 24 

Employers 

duties as withholding agent § 366, 262 

liability insurance, deduction of premiums 121 

Endowments, sums in excess of premiums, taxable income. .§ 359 (2b), 72 

Estate taxes, deduction 144 

Estates and trusts § 365, 240-255 

Estates 

closed', returri on final accounting 542 

contributions of § 365 (2), 251 

deductions allowed § 365 (2), 254 

exemptions •allowed % 365 (3), 244 

expenses of administration deductible 125, 253, 254 

fiduciary, defined % 350 (5), 240 

income of, computation § 365 (2), 251, 252, 254 

income of, accumulated by fiduciaries 242 245 246^ 

classified 242 

computation of § 365 (2), 251 

held for future distribution 242, 244, 246 

taxed to beneficiaries § 365 (Jf), 245 

fiduciary § 3G5 (3), 244 

liable for payment of tax 255 

resident and nonresident distinguished 243 

returns where more than one trust 249 

statutory allowance paid to widow 244 

Evangelists, gifts or contributions to, as taxable income 23 

Example of bad debts 2g2 

constructive receipt 40 

Excessive compensation, deductions ij^g 

tax withheld g^Q 
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Exchange of property § SSi, 94 

basis for determining gain, or loss § 355, 91-101 

determination of gain or loss from 74-91 

different kinds of property 96 

f ann produce for merchandise 30 

property and stoeli 97 

property without market value 95 

stock for othen stock § 355, 95 

Excise taxes and' federal duties, deductions § 360 (3), 142 

Executors, commissions 

deductions 125 

exemptions 209 

Exemptions § 362, 206-240 

accounting period changed § 370, 529 

date determining 2^9 

decedent 209 

dependents §362 (2), 208 

estates and trusts % S65 (3), 2|'4 

head of family i Se2 (1), 23D6 

husband or wife dying 209 

married persons § ^^^ (1), 207 

officer or employee of United States § 362 (3 J, 210 

personul 208-2;10 

personal property, from taxation, extent of § 352 

prorating between husband .and wife 209 

resident alien 20.6-207 

single persons § 363 (1), 205 

trusts ^365 (3), 244 

Exhaustion of property, deduction § 360 (8), 171 

Expense 

business 28, 19.1 

classification as between capital and intome 1*, 125 

estates and trusts 125 

family, deduction of 125 

farmers 1^2 

legatee 1^^ 

living, deduction of 125 

not deductible 125 

personal versus business 125 

professional 1'^* 

traveling •• ^^^ 

Extension of time, for filing retuffn § 371, 542, 5i3, 551 

interest charged 553 

Factor used in apportioning income of nonresident 457 

Failure to file return, penalties § 376, 556 

Failure to pay iax, penalties §379 (2), 556 

rKeferences in Italics are to sections of the law ; otlier references are to articles 
of the regulations.] 
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Fair market value 

ascertaimnent 92 

good wUl 33 

January 1, 1919 92 

False returns 

penalties § St6, 556 

understatement of iaoome 671 

Family allowances under war risk insurance § S59 (2-e), 72 

expenses, deduction of 125 

Farm 

machinery depreciation allowance 122, 181 

operated for pleasure 30, 122, 155 

products exchanged 30 

property, depreciation of 181 

F^rm -loan association, dividends § 359 (2-d), 75 

Farms and farmers ^0, 122, 181 

expenses 122 

gentlemen- farmers 122, 155 

losses, deductions 155 

Federal estate taxes 

court fees 78 

deduction 144 

duties and excise taxes § 360 (S), 142 

farm loan securities % 359 (%-&), 74 

income from contracts 22 

land.Bank dividends §359 (%-d,), 75 

reserve bank "dividends, taxability 76 

salaries % 359 (2-f), 23 

Feeding live stock 122 

Fees . 

federal officers, taxability I 359 {2-f), 78 

notary public 2.4 

professional, withholding at source 264 

receivers, fedeBal courts § 359 (2-f), 78 

referees, federal courts § 359 (2-f), 78 

trustees 254 

Fiduciary 

defined ^350 (5), 240 

distinguished from agent 241 

having entire charge of income of individual, must make return. . 247 

liable for payment of taxes 255 

retwrns § 369, 244, 2,46 

more than one trust or estate 249 

place for fili:ng 544 

saleaby 252 

Filing 

claim for abatement x gyi ^/^g 

returns 

extension of time § 37^ g^g 

place 544 

when 541 

[References in Italics are to sections of the law; other references are to artidpq 
«f the regulations.] aiucies 
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Fire insurance 

deduction of premiums 121 

on residence, premiums not deductible 121 

Fire losses, deduction % 360 (6), 151, 155 

Fiscal year 

defined ^ 350 (i), 526 

distributive share of partners 229, 232 

ending in 1919, return of 527 

partnership 232 

Fixed or determinable annual or periodical income 

defined 263 

information at source I 366 (2), 281-290 

withholding at source % 366 (1), 261 

Flood losses, deduction ^% 360 (6), 151, 155 

Fluctuation in values of stocks and bonds 154 

Foreign cormnerce 

consular officers, taxability 77 

exemption of income 77 

taxability of profits 31 

Forgiveness of indebtedness-, taxable income 43 

Forms 

certificate of residence % 366 (1), 2ff! 

fiduciary returns 216 

partnership returns 230 

returns for nonresidents 523 

residents 522 

use of prescribed forms 331 

Franchises, depreciation of 1^3 

Fraudulent returns, penalties § 376, 556 

Furniture 

depreciation 172 

professional men 114 

Gain or loss from sales 

basis for determining § 353, 91-101 

eopyrigbts 32 

good will 33 

instal'lment sale* -34-30 

patents 32, 177 

property ®S 

received by gift or inheritance 93 

real estate in- lots 33 

sales 

by fiduciaries 252 

of property, nonresident '^17 

securities, nonresident '*1^ 

Gas wells, depletion k 360 (9), 190 

Gifts 

charitable, allowable deductions .§-360 (10), 201 

clergjTnen, etc., taxable income 23 

estates and trusts, allowable deductions § 365 (2), 251 

[References in Italics are to sections of the law ; other references are to articles 
of the regulations.] 
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Gifts — continued 

excluded from gross income § S59 (2-c), 73 

forgiveness of indebtedness 43 

gain or loss on disposal by ®1 

partnership, not allowable deductions 226, 233 

sales of property acquired by ^3 

to employees 117 

additional compensation 117 

Good will depreciation 

deduction -r . . . . 173 

gain or loss fron* sale of 33 

Government bonds 

taxability of interest on §359 (2-d), 74 

contracts, taxability of profits 22 

income from, taxable income 22 

employees, taxability of compensation § 359 (2-f), 78 

Gross income § 369, 21 

annuities 40 

appreciation in value of property 13 

compensation for personal services 21 

constructive receipt of 46 

copyrights, sales 32 

deductions, see deductions 

deferred j)ayment, sales of real estate 36, 38 

defined § 359, 11, 21 

dividends 61-66 

estates and trusts §365 (2), 251 

exchange of property § 35!i, 91 

exclusions §359 (2), 71-80 

farmers 30 

federal contracts, profits from 22 

forgiveness of indebtedness 43 

from- business, nonaresident 414 

gifts of property % 359 (2-c), 91' 

good will, sales 33 

inclusions § 359, 21^6 

installment plan sales 

of personal property 34, 39 

real estate 35-39 

insurance policies, proceeds of § S59 (2-a), 40 

long term contracts 2fl 

lots, sale of.real estate in 35 39 

municipal contracts, profits from 22 

nonresident % 359 (3), 41-1 

patents, sales of 32 

rent 42 

rents and royalties, nonresident -418 

sale tof property % 353^ 91 

[References In italics are to sections of the law ; other references are to articles 
of the regulations.] 
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Gross income — continued 

state contracts, profits from 22 

taxable year § 350 (//), 44 

time as of which to be accounted for § 359 (1), 13, 44, 46 

Guardian, returns for infants 248 

Head of family 

definition 20S 

exemption % 362 (I), 206, 521 

Health insurance 

premiums paid by employers as taxabli' income to employee 25 

taxability of amount received § 359 (2-e), 72 

Holiday, due date for filing return 541 

Husband and wife 

marriage settlement as gift 73 

one dying, exemption of survivor 209 

personal exemption ^362 (1), 207,209 

what constitutes living together 207 

Illegal transactions, deduction of losses 151 

Illness 

insurance or damages received on account of § 359 (2-e), 72 

return by agent where taxpayer is ill § 367, 522 

Import duties, deductions § S60 (3), 142 

Improvements, by tenant 

cost of, added in determining depreciation, allowance 174 

deduction 120 

lessee, income to lessor 42 

Inclusion in gross income, see gross income 
in inventory, see inventories 

Income 

accruing prior to January 1", 1919 79 

annual or periodical, defined 263 

credited ^^ 

defined 1^ 

determinable, defined 263 

estates and trusts 

classification of 242 

computation of 3 365 (2), 251,252,254 

taxed 

to beneficiaries % 365 (i), 245 

fiduciary % 365 (3), 244 

exempt from taxation ^ 359 (2), 71 

federal, state and municipal contracts 22 

fixed, defined 263 

foreign consular ofiicers 77 

from vessels, nonresident, taxability 454 

gifts and bequests I 359 (2-c), 73 

information at source % 366 (2), 281,290 

minors ^2"* 

nonresident, see nonresident 



FEeferences in italics are to sections of the law ; other references are to articles 
of the regulations.] 
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Income — contmued 

not reduced to possession *5 

periodical, defined 263 

tax-free I S59 (2), 71 

trusts 

classification of 242 

computation of § S65 (2), 251,252, 254 

withholding at the source § 366 (1), 261-270 

Income taxes, not deductible 141 

Income tax law, scope of 1 

Indebtedness, forgiveness of 43 

Individual returns, see retv/rns 

Information as to actual owner; information at the source 290 

Information at the source . % S66 (2), 281-290 

annuities representing return of capital 289 

bills paid for merchandise, telephone, etc 289 

board and lodging of employees 286 

dividends 288-289 

fiscal agents of governments; estates and municipalities, no return 

required from 287 

information as to actual owner 290 

interest payments 289 

living quarters, value of 286 

no returns where tax was withheld 283 

payments 

amount of $1,000 281, 285 

corporations, return of, not required. .' 289 

fiduciary, return of, not required 289 

paid in 1910 284 

partnership, return of, not required 289 

to employees in excess of $1,000 286 

no returns required, which 283, 289 

professional fees, no returns of, required 289 

rent payments 289 

returns of 246 

by fiduciaries 246 

estates and trusts 246 

from whom required 281 

payments in 1919 284 

required 281 

what included 285 

sub-contractors, returns by ; 286 

Infringement of patent, recovery for 44 

Inheritance taxes, deduction 144 

Injuries, compensation paid on account of § 359 (2-e), 41 

Insane person, committee of, as fiduciary 240 

return by committee 248 

Inspection of returns '. § ssi/., 581 



[References In Italics are to sections of the law ; other references are to articles 
ef the regulations.] 
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Installment plan 

real estate 35 39 

sales of personal property 34, 39 

Instructions -with forms, have effect of, regulations 531 

InsurEince 

allotments and allowances under war risk insurance, taxability . . 

§ 359 (2-e), 72 

annuity policies, taxability 40 

policy value as of January 1, 1919, excluded from gross income. . 79 
premiimis 

business insurance, deduction Ill, 121 

compensation to employee 25 

employers' liability, insurance 121 

fire insurance 121 

life insurance for employees 121 

storm insurance 121 

theft insurance 121 

proceeds of policy, taxability § 359 (2-a), 72 

Intangible property, depreciation 173 

Interest 

accrued prior to January 1, 1919, excluded from gross income. ... 79 

bank deposits, constructive receipt when credited 48 

constructive receipt of 48 

deduction of 

nonresidents §360 (2), 434 

residents §360 (2), 136 

included in gross income § 369 (1), 21, 74 

municipal obligations, taxability § 359 (2-dJ, 74 

national farm loan association, obligations of § 359 (2-d), 75 

nonresidents, taxability of § S59 (3), 419 

on capital 137 

payments of, information at source § 366 (Z), 287, 289 

state and municipal obligations, taxability § 359 (2-d), 74 

tax 553 

unearned 137 

United States bonds, taxability § 359 (2-d), 74 

Inventories i 356, 216-220 

cost 217-218 

dealers in securities 220 

deduction determined by Ill 

depreciation of, not allowable 172 

exclusions from 216 

farmers 30 

live stock 181 

inclusions in 216 

market 217, 219 

necessity of 14 

valuation of 217 

change in method 217 

[References in italics are to sections of the law; other references are to articl»s 

of tlie regulations.] 
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Investment tax ^aid, exemption of interest on bonds on wliich 

§ S59 (2-d), 74 

Isolated installment transactions 3^ 

Isolated transactions without the state, nonresident ^'■^ 

Items not deductible 125 

Joint exemption of husband and wife § 362 (1), 207 

return of husband and wife 521 

Judgment paid 

recovered when included in income 44 

when deductible 123 

Laborers, nonresident, withholding at source from § S66 (1), 266 

Land bank, dividends of, taxability § S59 (2-d), 75 

Landlord and tenant 

crop shares, tax on 30 

improvements by lessee 42, 120 

rent, see rent 

Last due date for filing return- • • • § 3T1, 641 

Legatee, expenses of 126 

Lessee, improving property • • • 42 

Lessor, receiving rent 42 

Liability of fiduciary for payment of the tax 255 

License 

depreciation 1^3 

taxes, deductions .' 142 

Life insurance premiums 

deduction 121 

paid by employer as taxable income to employee 25 

proceeds of, taxability § S59 (2-a), 40, 72 

Limited partnerships 227 

Liquidating dividend, taxability 66-66 

Live stock 

cost of raising, deduction 122 

depreciation deduction 181 

losses, deduction 156 

profit from sale of, as taxable income 30 

Living expenses, deduction of 125 

Living quarters, furnished to employees as taxable income 25 

Living together, husband and wife, defined 207 

Local benefits, taxes and assessments for, deduction § S60 (S), 141, 143 

Long term contracts, ascertainment of gross income from 29 

Losses 

basis for determining § 35S, 31-101 

business, deduction 151 

closing depreciation accoimt 180 

computation of 151 

conversion of municipal warrants or securities into cash 27 

crops deductions 155 

deductions for ^360 (i, 5, 6), 151-155 

depletion, see depletion 

[References In Italics are to sections of the law ; other references are to articles 
of the regulations.] 
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Losses — continued 

depreciation, see depreciation 

destruction of property, deduction 151--155 

embezzlement, discovery of, when deductible % S60 (6J, 128 

estates and trusts 252 

farmers ^gg 

fiduciaries, on sale of property 252 

fii'e §360(6), 151 

good will j3 

good will, sale 33 

illegal transactions, deduction 151 

indemnity, deduction in computing loss 151 

insurance, recovery reducing 151 

live stock, deductions I55 

nonresident, deductions 435 

obsolescence I53 

of residence 504 

patents 32 

property 91 

sale of property 416-417 

sale of stock received as dividend 9Q 

or other disposition of property § 353, 91-101 

sales of copyrights 32 

scrapping of machinery, dedu'ction 152 

shipwreck §360 (6), 151 

shrinkage in securities and stock, deductivjn 154 

stock and rights § S5S, 31 

storm- I 360 (6), 151 

theft % 360 (6), 151 

discovery of, when deductible 123 

transactions entered into for profit, deduction § 360 (5), 151 

useful value, deduction because of 153 

voluntary removal or demolition of buildings 152 

Machinery 

deduction of losses due to obsolescence 153 

farm 122 

depreciation deduction 181 

losses frt)m scrapping of 152 

profit from sale, as taxable incom.e 30 

JIailing returns 541 

Management expenses, deductible Ill 

Market value 

ascertainment 92 

fluctuations, deduction of losses due to 154 

good will 33 

inventories 217, 219 

defined 219 

[References in italics are to sections of the law; other references are to articles 
of the regulations.] 
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Market value — continued 

modification of method of computing depreciation allowance because 

of change in ^^^ 

product received in exchange for farm produce, as income 30 

thing paid as compensation for personal services 25 

Marriage fees 

settlement as gift ^^ 

taxable income ^ 

Married persons 

exemption § 362 (1), 207 

returns ^21 

Materials, cost of business deduction 111-112 

Meaning of net income, see net income 

Method of computing depreciation allowance, see depreciation 

Methods, aceoimting, see accounting method 

Mileage, excess over actual traveling expenses as income 118 

Military service, allotments and allowances under war risk insurance 
act § S69 (2-e), 72 

Minerals, depreciation of, not allowable 172 

Mines, depletion § S60, (9j, 190 

Ministers 

fees, gifts, etc., as taxable income 23 

foreign governments, exemption of income 77 

Minors 

dependents 524 

returns of 524 

Models, depreciation deduction 178 

Modification method of computing depreciation, see depreciation 

Money on hand or on deposit, exemption from personal property tax, 

extent of § 35Z 

Mortgaged property, purchased! by mortgagor 163 

Mortgages 

bad debts 163 

tax paid, income taxable 74 

Municipal bonds 

contracts, income from, taxa-ble income 22 

interest on, taxability ^359 (2-d), 74 

taxes, deduction % 360 (3), 141 

National farm loan association, dividends and interest, taxability 75 

Natural deposits 

depletion % 360 (9), 1,90 

resources, depreciation of, not allowable 172 

Naval service, allotments and allowances under war risk insurance 
act % 359 (2-e), 72 

Need of inventories § S56, 216 

Net income 

accounting methods 14 

period 526, 528 

computation of 12-13 

[References in italics are to sections of the law; other references are to articles 
of the regulations.] 
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Net income — continued 

definition of g 357 n 

partnership 226 

see also deductions 

New York State and municipal bonds, interest on § 359 (2-d), 74 

New York stock exchange, sales on, by nonresident 416 

Non-deductible items 125 

Nonresident 

agents acting for 523 

allowable deductions § 360 (11), 431, 435, 481 

allowance of credit for taxes § 363, 482-484 

condition of 483 

redetermination of 484 

annuities, nontaxable 413 

apportionment of business income from business carried on both 

within and without the state § S60 (11), 457 

alternative basis 470 

beneficiary, taxability 245 

business carried on 

defined 415 

wholly within the state 455 

wholly without the state 456 

compensation for personal services 412 

computation of gross income of § 359 (3), 411 

conditions of allowance of credit for taxes § 363, 483 

deductions § 360 (11), 431-435, 481 

business expenses 432 

interest 434 

losses 435 

taxes 433 

defined 502 

definition of income sources within the state 401 

disposition of property. .■ 417 

dividends, when included in gross income § 359 (3), 419 

estates and trusts, distinguished as to residence 243 

gross income of 

business % 359 (3), 414 

defined 411 

interest and dividends 419 

rents and royalties 418 

sales of property 41&-417 

inclusions in gross income of 401,411 

income of 

from vessels, taxability 454 

sources within the state, defined 401 

interest and dividends 

deduction 434 

when included in gross income § 359 (3), 419 

losses, deductions i S60 (11), 435 

minors, returns of 524 

partner, taxability .' 411, 457 

IRpferences in italics are to sections of the law; other references are to articles 
of the regulations.] 
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Nonresident — continued 

pensions, received, nontaxable 41, 413 

redetermination of tax wlien credit proves incorrect 484 

rents and royalties as income 418 

returns of ^23 

salaries and wages of nonresident employees and officers 452 

sale of bonds 

property, gain or loss, taxability and deductions 417 

stocks, bonds, and other securities, gain or loss 416 

taxable 416 

salesmen, earnings of 451 

how apportioned 451 

withholding at source 266 

seamen 453 

services performed wholly without the state, not taxable income. . 412 

no withholding required 265 

taxability of business income § SB9 (3), 414 

taxes deductible 433 

wages of seamen 453 

who is 502 

withholding at source on payments to § S66 (1), 261-270 

see also withholding at sowce 
No par value stock 

received in exchange of other stock 98 

subsequent sale of, determinaiion of, gain or loss 99 

Notaries public, taxability of fees of 24 

Notes 

compensation paid in, taxable income 2© 

exemption from personal property tax, extent of § S52 

Notice of change in accounting period i 370, 528 

Obsolescence 

copyrights 177 

deductions 153, 171 

patents 177 

Office expenses of a professional man 1 14 

Oil wells, depletion % 360 (9), 190 

Operation of automobile by professional men, deductible 114 

Orchards, deductions of amounts expended in development of 122 

Ostensible salaries, deductions of 115 

Parents, returns 524 

Partnerships § S61t, 236, 233 

accounting period of, changed 230 

charitable contributions by 226, 233 

computation of net income of 226 

distinguished from association 228 

ha\dng nonresident member, apportionment of income 411,457 

limited 227 

net income of 22<> 

[References in italics are to sections of the law ; otlier references are to articles 
of the regulations.] 
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Partnerships — continued 

not subject to tax 236 

readjustment of interest of 101 

returns § 368, 226, 230, 231, 544 

fiscal year ending in 1919 232 

of members of 229 

place for filing 544. 

Patent 

depreciation, deduction. 173 177 

infringement, recovery for, wlien included in gross income 44 

royalties as taxable income 42 

sale of, determination of gain or loss 32 

Pattei-ns, depreciatiort, deduction 178 

Payment as to which no return of information is required 289 

of taxes § 379^ 551-556 

at source 270 

by public utilities, deduction 124 

dishonored checks, procedure 555 

penalties § ,J79, 556 

receipts 552 

time § 377, 551 

uncertified checlvs 554 

Payments 

interest on coupon bonds, information at source 289 

received in warrants or securities 2,7 

registered bonds, information at source 287 

requiring information, returns 285 

Penalties § 379, 553, 556 

disclosure of returns § SSlf, 682; 

Pension fund, contributions to, taxable income 25 

Pensions 

deductions 119 

nonresident, taxability 41,413 

taxability of 23, 41 

Per diem allowance in lieu of subsistence, excess as taxable income. ... 118 
Period, accounting, see accounting period 

covered by returns 526, 529 

of administration, of estate or trust, defined 253 

Periodical income, defined 263 

Personal 

effects, depreciation 172 

exemptions § 362, 205-210 

date determining 209 

head of family 206 

individual 205 

married person 207 

officer or employee of the United States 210 

single person 205 

[References in italics are to sections of the law; other- references are to articles 
of the regulations.] 
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Personal — continued 

injviries ^23 

deductibility of damages • • • • • 

insurance or damages received, taxability § 359 (^-e). 



property 



exemption from personal property tax. 



extent of § ^^^ 



service ^ 

sales on installment plan 

compensation, see compensation 

place of payment, withholding at source 

Place for filing returns ^ ' 

^^''T'" ... 122,155 

f armsi operated for ' 

vehicles, depreciation 

Policies, proceeds of, taxability ^ ^^^ C^""-'' ^J^ 

Possession, income reduted to ■ ■ ' • ' • 

Power of revision by Comptroller 8 -^ '^' 

Premium coupons, basis of deductions for redemption of 80 

Premiiuns, insurance 

121 
paid by employer, deduction 

taxable income to employee 

simis in excess of, taxable income § 359 fS-S;, 40 

Prescribed forms, use of 

Preserving returns § ^^^ (^>' ^^^ 

Procedure v^ith respect to dishonored checks 555 

Proceeds of insurance, tasiability 

Professional 

fees, return of, information at source, not required 289 

men, expenses deductible ^^5 

fees of, withholding at source 263 

Profit and loss 

sale of property, nonresident 417 

securities, nonresident 41^ 

Profits 

deferred payment sales of real estate 38 

farmers °^ 

foreign oommerce 21 

installment plan, sales of real estate 35-39 

long term contracts 29 

sales of 

copyrights 32 

estates and trusts 252 

good will 33 

patents 32 

property 91 

stock and rights 31 

Promissory notes, compensation paid in, 'as taxable income 29 

Proof of residence 503 

Propaganda associations, contributions to, not deductible 202 

[References In Italics are to eections of the law ; other references are to articles 
of the regulations.] 
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Property acquired prior to January 1, 1919 

distributed as dividends 62 

exchanged 

determination of gain or loss from 94-96 

for stock (j^ 

sale or disposal of s 353 91 

Public park 

gift of real estate to city for, not allowable deduction 201 

utilities, payments by, deductions 124 

Purchase money mortgage, bad debt 163 

Railroad employees, taxability of compensation during period of federal 

control i^g 

Ranches, deductions of amounts expended in development 122 

Kate used in deducting and withholding 261 

Pates of tax | $51^ 2 

Readjustment of partnership interests 101 

Peal estate 

installment transactions 37 

sales involving deferred payments 36, 38 

by heirs, taxability of proceeds 244 

■sold in lots 35 

Peasonable cause, delay in filing returns § STl, 543 

Receipt basis of computation of net income 13 

Receipts for tax payments 552 

Receivers 

commissions, taxability, federal courts 78 

fiduciary 240 

returns of 250 

•state courts 24 

Records 

accounting, necessity of maintaining 14 

depreciable property 179 

Recovery 

for infringement of patent 44 

of judgment, when included in gross income 44 

of taxes by action § S81 

Redemption of trading stamps 80 

Redetermination of tax when credit proves incorrect 484 

Referee, fees of, federal court, taxability 78 

Refunds 

authority therefor § STJf, 572 

3laim therefor 123, 574 

nonresident 523 

penalties 574 

taxes 574 

Regulations, power of comptroller to make § S83 

Religious corporations 

defined 202 

worlcers, gifts and contributions to, taxable income 23 

[References in italics are to eectiona of the law ; other references are to articles 
of tlie regulations.] 
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Removal of buildings, deduction of loss ^^'^ 

Renewal of residence certificate ^^° 

Rent 

crop shares, taxable income 30 

deductions 120 

gross income § S59 (1), 42 

farmers 30 

landlord", where paid by tenant 42, 120 

nonresident 418 

information at source § S66 (Z), 289 

professional men, deduction 114 

unpaid, as bad debts 162 

Hents and royalties 42 

nonresidents 418 

Repairs 

deduction of cost Ill, 113 

tenants 120 

Replacements, addition of cost, in determining capital sum to be 
replaced by depreciation allowance 113, 174 

Residence 

certificate of § 366 (1), 267 

defined 603 

depreciation of 172 

given up 504 

loss of 504 

New York State, acquired after deducting and withholding, effect of 269 

sale of, deduction of loss in 151 

Resident 
alien 

exemption of 207 

not head of family ; 206 

beneficiary, taxability of 245 

defined ^350 (1), 601 

estate and trust, defined 243 

pension receipts of, taxability 41 

return of 521-522 

trust, defined 243 

who is I 350 (7), 501 

Retired pay of employees, taxability 23, 41 

Returns 

accounting period changed § 370, 52&-529 

corporate dividends 525 

corrected, when payable 55I 

disclosure of, penalties therefor 581-582 

extension of time for filing 543 

failure to file, penalties § 375 555 

false or fraudulent, penalties § $76 556 

fiduciaries 24R 

fiscal year ending in 1919 g27 

[References in Italics are to sectlona of the law; other references are to nrtir.io= 
of the regulations.] amtieH 
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Returns — continued 

for decedent 542 

forms of 531 

fiduciary 246 

have effect of regulations 531 

nonresident 52,3 

partnersliip 230 

resident 522 

guardian or committee 248 

husband and wife 521 

income of minor 524 

information at source, see information at sov/rce 

inspection of § 38^, 581 

married persons 521 

minors 624 

necessity 521 

nonresident 523 

obtaining forma § STl, 531 

parents 524 

partners 229 

partnership § 368, 226, 230, 231 

period covered 526, 529 

place of filing 644 

prescribed forms of, must be used 531 

preservation of § SS^ (1), 581 

receivers 250 

resident individuals 521 

secrecy § S81t, 582 

tax withheld, see icithholding at source 270 

termination of estate or trust 542 

time of filing 541 

use of prescribed forma 531 

verification of § 367, 530 

voluntarily made after due date § 376 (2), 556 

where more than one trust 249 

Review of determination of comptroller, by certiorari § 375 

Revision of returns by comptroller § 37^, 571 

Revocable trust, income of 251 

Royalties 42 

nonresident 418 

Sailor's pensions 41 

Salaries and wages of nonresident employees and ofi5cers 

apportionment of 452 

as deductions 115'-117 

paid during war, deduction 119 

paid to widow, of employee, deduction 119 

unpaid, as bad debts Ii62 

[References in Italics are to sections of the law; other references are to articles 
of the regulations.] 
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Sales 

basis for determining gain or loss § S53, 91-101 

bonds and other securities, nonresident 416 

copyrights 32 

farm products 30 

fiduciaries 252 

good will 33 

installment plan 

personal property 34, 39 

real estate 35-39 

nonresidents 417 

patents and copyrights 32 

property acquired by gift or inheritance 93 

real estate 

involving deferred payments 36-38 

lots 35 

residence, loss by deduction 151 

stocks and rights 31 

nonresident 416 

received as dividend 64 

Salesmen 

deduction of, traveling expenses 118 

nonresident, withholding at source from § S66 (2), 266 

Salvage value, in computing depreciation 180 

Sample room, traveling men 118 

Savings bank deposits, constructive receipt of interest 46 

Scientific corporations, defined 202 

Scope of the law 1 

Scrapping machinery, deduction of loss 152 

Scrip, dividends paid in 62 

Secrecy of returns § S8i, 581-582 

Secret formulae or processes, depreciation deduction 173 

Secured debt tax, paid, income taxable 74 

Securities 

dealers in, definition 220 

dividends paid in g2 

inventory of dealers 220 

loss from shrinkage I54 

payment in 27 

value on January 1, 1919, how determined 92 

worthless Ig4 

Selling expense, deduction w\ 

Separate returns by married persons g2i 

Separation agreement, payments under, as income and deduction 73 125 

Shareholders 

building and loan association, constructive receipt of distributive 

shares ^g 

forgiveness of indebtedness 40 



of 



[Referencps in italics arc to sections of the law; other references are to articlpa 
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Shares, partners „ 229 

Shipwreck, losses from, deduction % S60 (6), 161 

Shrinkage 

crops, deduction 155 

■securities and stocks 154 

Sickness 

compensation paid during 41 

insurance and damages received, taxability § 359 (2-e), 72 

pensions, on account of ^359 (2-eJ, 41 

Sidewalk assessments, deduction of § 360 (3), 143 

Smith-Lever Act, taxability of salaries, paid under 24 

Soldiers' pensions, taxability § 359 (2-6), 41 

Special assessments, deductions § 360 (3), 143 

State Comptroller, see comptroller 

State 

contracts, income from, taxable income 22 

inheritance taxes, deduction 144 

interest upon obligations of, taxability § 359 (2-d), 74 

officers of, compensation, taxability 24 

taxes, deductions § 360 (3), 141 

Statutory allowance paid to widow from estate or trust 244 

Stock 

amount received from sale of rights to subscribe for, taxability. . 31 

assessments on 125 

bonus, constructive receipt by employee 45 

compensation paid employee in, as taxable income 26 

dividends, gross income § 359 (1), 31, 46, 63, 64 

exchanged for other property 97 

exchanged for stock 98, 100 

subsequent sale of, determination of gain or loss 99 

exemption from personal property tax, extent of § 352 

profits from sale of 31 

shrinkage in value of 164 

worthless, deduction 154, 164 

Storm 

insurance against, deduction 121 

losses by, deduction § 360 (6), 151 

Street assessment, not deductible § 360 (3), 143 

Subcontractors, information at source as to payments to employees. . . . 286 
Subscription for stock, amount received from sale of right to, as taxable 

income 31 

Subtraction for redemption of trading stamps 80 

Sunday, due date for filing return 641 

Supplies 

deduction of cost of HI 

professional man 114 

Surrender value of insurance policy 79 

Tariff duties, deductions % 360 (3), 142 

[Keferences in italics are to sections of the law ; other referencps are to articles 
of the regulations.] 
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Taxable year 

computation of net income 12 

defined 526 

gross income ^ 

Taxes 

abatement of ; 572-573 

automobile license fee, deductions 141 

customs duties, deductions § S60 (3), 142 

deductions for '. § S60 (3), -141-144 

nonresidents 433 

estates and trusts 255 

deductions 144 

excise, deductions % 360 (3), 142 

Federal, deductions ^360 (3), 141, 142 

import duties, deductions § 360 (3), 142 

inheritance, deductions 144 

interest on 553 

liability of, estates and trusts 255 

license, deductions 142 

local benefits, deductions § 360 (3), 141, 143 

nonresidents 401 

paid by tenant 120 

partners in partnership with fiscal year ending in 1919 232 

penalty for nonpayment 553', 556 

rates of 2 

receipts for 552 

refunds 572 

repairs, assessments, deductions § 360 (5), 143, 574 

sidewalk assessments § 360 (3), 143 

special assessments, deductions § 360 (3), 143 

stamp, deductions 142 

street assessments, deductions § 360 (3), 143 

tariff duties, deductions § 360 (3), 142 

time payable § 377, 551 

trusts 255 

withholding at source § S66 (1), 261 

return of 270 

Tax-free covenant clause in bonds, tax as gross income 21 

Tax-free income 7X 

Taxpayers 

definition % $50 (2), 3 

returns 

by fiduciaries § 36g^ 246 

for beneficiaries 247 

estates and trusts 246 

Telegraph employees, taxability of compensation during period of 

Federal control yg 

Telephone employees, taxability of compensation during period of 

Federal control yg 

[References in italics are to sections of the law ; other references are to articlpn 
of the regulations.] 
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Tenant paying taxes 120 

Tentative returns may be required as condition of extension of time. . 543 

Termination of estate or trust, return to be filed on 542 

Theatrical costumes, depreciation, deductions 172 

Theft 

insurance premimns against loss by 121 

losses by, deductions § 360 (6), 151 

Timber, depletion § 3S0 (9), 190 

Time as of which item of gross income or deduction is to be accounted 

for § 359 (1), 12,44, 46 

for filing returns 541 

extension of 543 

on death or termination of trust 542 

payment* of tax § 377, 551 

Tips, ta3;ability 23 

Title, deduction of cost of defending or perfecting 125 

Tools, ordinary, farmers' 122 

Trade brands 

depreciation, deductions 173 

losses 

deductions § 360 (k), 151 

. nonresidents 435 

marks, depreciation, deductions 173 

name, depreciation, deductions 173 

Trading stamps, subtraction for redemption 80 

Transfer tax deductions 144 

Transients, definition 502 

Traveling expenses, deduction 118 

Treatment of excessive compensation II16 

Trusts, see estates and trusts 

Uncertified cheeks, payment of tax 554 

Uncompleted contracts, ascertainment of gross income 29 

Understatement of income in return , 571 

United States 

employees and officers, taxability of salaries § S59 (2-f), 78 

exemption- of employees § 362 (3), 210 

interest on obligations of, taxability § 359 (2-d), 74 

officer and employee of, personal exemption § 362 (3), 210 

pensions from, taxability 41 

taxes, deductions § 360 (3), 141 

Universities, employees of, taxability of salaries paid from Smith- 
Lever Act 24 

Unpaid rents 

as bad debts 162 

salaries, as bad debts 162 

wages, as bad debts 162 

Useful value, loss of 153 

Use of prescribed forms § 37-?, 531 

[References in italics are to sections of the law ; otber references are to articles 
of the regulations.] 



166 Index 

Valuation 

change in metkods of • "'■' 

inventories • « 317 

Value 

■ascertainment - 93 

fair market "2 

product received in exchange for farm produce, return, aa income. . 30 

real estate, sold in lots 35 

Verification of returns § SSI, 530 

Vocational rehabilitation fund, deduction of contribution to 201 

Voluntary absence 

of wife or husband 207 

removal of buildings, deduction of loss 152 

returns after due date 5'56 

Wages 

deduction of payments Ill 

nonresident seamen 453 

paid to widow or employee, deduction 119 

unpaid, as bad« debts 162 

'■^ar chest gifts 

deductions , 201 

finance bonds, taxability 74 

risk insurance, taxability of allotments and allowances 41,72 

Warrant for collection of taxes, has effect of judgment S ^^^ 

Warrants, payments in 27 

Wear and tear of property, deductions 171 

\\Tien charge is deductible 123 

Who is a resident 501 

Withholding at the source § 566 (1), 261-270 

agent, defined % S50 (10), 281 

annual or periodical income 263 

fixed or determinable income 263 

income not subject to 265 

in 1919 262 

no return of information respecting payments on which there 

has been withholding 2S3 

payments on which required 263 

other than cash 263 

period of time covered 264 

refund of excessive amount withheld 523' 

residence certificate 267 

renewal of 268 

return of tax withheld 270 

services performed partly within and partly without, appor- 
tionment of 266 

[Eeferenees in italics are to sections of the law ; other references are to articles 
of the regulations.] 
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Withholding at the source — continued 

when required ,. 263 

not required 265 

where residence is established 2169 

withholding agent, defined 281 

year for purpose of 264 

Workmen's compensation, taxability oi amount received.. § 359 (2-d), 41 

Worthless mortgage debt 

bad d«bts 16S 

securities, deduction of losses 154, 164 

Year, for purpose of deducting and withholding. . . ' 264 



